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Sell Miscellaneous Liability 


ECENTLY ADMIRAL William F. 
I Halsey confessed that the 
nickname “Bull”? was fabricated 
and installed upon him by certain 
gentlemen of the press whose duty 
it was to acquaint the folks at 
home with the 
Pacific fleet’s operations. This, at 
a time when there was very little 
fleet or success in the Pacific. It is 
inferred that the 
“Bull”? Halsey in the Asiatic area 
would presumably encourage 
greater confidence, and thus bet- 
ter morale at home, than would 
be engendered by the presence of 
mere Admiral William F. Halsey. 

This bit of psychology worked 
out just well enough so that it was 
hostilities had 


success of our 


presence ol 


not until ceased 


By PAUL R. BRISLEN 
that it was made generally known 
that Admiral Halsey is anything 
but bull-like in character or hab- 
its. On the contrary, he is and was 
known by his associates to be a 
meticulous, neat-appearing ex- 
ecutive who required of himself 
and of his subordinates thorough 
analysis, effective planning and 
forceful execution. 

We relate this in order to illus- 
trate that the name by which a 
person or thing is called often is 
an influence which, however sub- 
tle it may be, may greatly color 
our thoughts and affect our evalu- 


ation of that person or thing 
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Chere can be little doubt, for in- 
stance, that the name “liability 
other than auto insurance”’ has 
reacted to its detriment. Because 
its name is so general, agents do 
not nearly understand its very ex- 
tensive capabilities. 

Because it came just about last 
and applied only to those hazards 
and exposures not already cov- 
ered by some form of insurance 
plainly labeled for a specific pur- 
pose, it was graced with the ap- 
pellations “other” liability insur- 
ance and “miscellaneous” liability 
insurance. There is nothing solid, 
powerful or specific in the sound 
or meaning of “‘other’’ or of “mis- 
cellaneous.”” The phrase “‘fire in- 
surance” identifies itself immedi- 
ately. So does “‘auto insurance,” 
“workmen’s compensation insur- 
ance”’ in fact, so do all othe: 
forms which come readily to mind 


Huce Unsotp MarKE1 
Other liability insurance is a 
subject which is at once so deep 


and so broad, however, that all of 


the pages of this magazine could 
be devoted to a single phase of its 
past, its present or its potentialities 
without doing any one phase full 
justice. And producers everywhere 
would profit richly by reading 
every word of it. There are more 
people who do not have any policy 
of this category than there are 
people who do not have any policy 
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of almost any other form of in- 
surance. Read that sentence again. 
Let it sink in — let it sink in back- 
if it looks like 
- but get it in good and 


wards “reverse 
English” 
tight because what it means is that 
miscellaneous liability insurance 
offers producers the biggest unsold 
market in insurance today. 

If that sounds like hoopla, apply 
a test. Ask yourself, “How many 
people do I know who have no life 
insurance? How many who have 
no fire insurance? How many no 
auto liability insurance?” And 
then ask yourself, “How many 
who have no other form of liability 
insurance?”’ Without statistics, our 
guess is that your answers will take 
on these proportions: 

Without life insurance 
than the fingers on one hand. 

Without fire insurance 
fingers. 

Without auto insurance 
hand and, maybe, a thumb 
Without other liability 
- both hands, both feet, and 

then some. 


fewer 
hive 
one 


insur- 


ance 


Wuat To Do Asout I|1 


At this point, perhaps, someone 
is willing to bet that there are 


more people who don’t have 
boiler insurance. Well, let’s con- 
cede that and start considering 
what to do about our tremendous, 
untouched miscellaneous liability 


insurance market. 





1946 


I'he first thing to do is to decide 
not to treat miscellaneous liability 
insurance with a light, careless 
touch simply because the names 
by which it is usually called are 
applied, in other fields, to matters 
of little or no consequence. Once 
you understand its fundamentals, 
become familiar 


SELL MISCELLANEOUS LIABILITY 


tical purposes, the insurance af- 
forded is identical, and the great- 
est difference between the 
forms is in the method of comput- 
ing the premium. Either of these 
policies will offer an insured ade- 
quate insurance with respect to 
accidents resulting from the own- 

ership, main- 


two 





with its policy 
forms, the differ- 
ences between 
its policy forms 
and the reasons 
for those differ- 
ences, you will 
quickly under- 
stand that it is 





most important 
insurance. 

Be prepared 
to forget many 
misconceptions, 
beginning with 
the one which 
regards the 
owners’, land- 
lords’ and ten- 
ants’ liability 
policy as a “‘premises”’ policy and 
the manufacturers’ and contrac- 
tors’ liability policy as an “‘away 
from the premises” policy. There 
is just as much away from the prem- 
ises insurance afforded in an OLT 
policy as there is in the MCL. 
policy and just as much premises 
coverage afforded in the MCL as 
in the OLT. In short, for all prac- 


PAUI 


R. BRISLEN 


. . today’s biggest unsold market 


tenance or use 
of his premises 
and operations 
away from those 
premises which 
are necessary tc 
the ownership, 
maintenance or 
use of the prem- 





ises. 

You may oc- 
casionally meet 
an insured who 


engages in dif- 
ferent 
work 


types of 
all of 
which are not 
classified and 
rated properly 
in either of the 
OLT or MCL manuals singly. He 
may need a policy of each type; 
but if he does, it will be because 
all of the rates which may prop- 
erly be applied after reference to 
the OLT manual, do not con- 
template the hazard of exposure 
which is contemplated by the 
MCL classification. Under cur- 
rent rules, the MCL form of policy 
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must then be employed to insure 
that the premium is_ properly 
computed. 

Become intimately familiar with 
products liability insurance. This 
policy protects your insured against 
loss caused by his product, away 
from his premises, and after he has 
relinquished possession of it to 
others. It does not apply, how- 
ever, to accidents caused by prod- 
ucts which are loaned or rented. 
Che loaning or renting of articles 
is considered to be an ‘“‘opera- 
tions” hazard which is insurable 
and ratable either as an MCL or 
in OLT exposure. If we express it 
as “relinquished possession fper- 
manently to others,”’ 
the distinction a bit more clearly. 
Understand in_ this 
also that OLT and MCL policies 
apply to accidents caused by, your 
insured’s products if the accident 
occurs on the premises covered 


we may draw 


connection 


by the policy or if it occurs before 
he has 
permanently to others. 


relinquished possession 
IMPORTANT EXCEPTION 

At this point, we come to an 

exception to the general proce- 

dure. [t is an important exception, 


because it has to do with a type of 


risk that is frequently met. The 
exception is that OLT policies 
covering restaurants do not apply 
to accidents caused by the in- 
sured’s product unless the policy 
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is properly endorsed to provide 
products insurance, and this re- 
quires that a rate and classifica- 
tion be selected from the products 
liability manual. We have heard 
this exception 
tiently as an unnecessary compli- 
cation. Yet, an examination of the 
reasons for it reveals that the effect 


described impa- 


is not only necessary but entirely 
reasonable; and it is not compli- 
cated, but very simple. 


RATING Basis 


It is obvious that the major 
likelihood of injury to the public 
in the operation of a restaurant, 
lies in the possibility of deleterious 
substances finding their way into 
the food. It is also obvious that 99 
percent of the food served in 
restaurants is consumed on the 


Yet the 


premises, which is an adequate 


premises. area of the 


measure of exposure with respect 


to premises accidents generally, 


is not a fair measure of the expo- 
sure with respect to food consump- 
tion accidents. A small restaurant 
metropolitan corner 
may serve many more meals per 


on a busy 
day than a larger restaurant in a 
quiet, suburban area. Therefore, 
with respect to the food hazard, 
the exposure is most equitably 
measured in relation to number 
of meals or amount of food served. 
This translates most practicably 
to dollar value, thus the insurance 
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et hea 


premium becomes a rate per 
$1,000 of sales. 

A good question now is: Why 
isn’t this rate in the OLT manual? 
Isn’t this a “premises exposure’’? 


‘ 


In reply, we can only say: This is, 
by its nature, a products liability 
the con- 


exposure — it concerns 


sumption or use of a_ product 
which has been relinquished 

and is only by location a “‘premises 
exposure.” Rates for 
which are by nature products ex- 


exposures 


MISCELLANEOUS LIABILITY 


posures are found in the products 
liability manual. Also, we remind 
you that this is but 99 percent a 
*“*premises’’ exposure. The insur- 
ance also applies to accidents 
caused by such food as may be 
consumed away from the premises. 

For the purpose of this article, 
the important point demonstrated 
is that familiarity with a funda- 
mental of rating liability insurance 
eliminates confusion naturally at- 
tendant upon use of two manuals 
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for what is by ordinary test a one- 
manual exposure. 

There is an apparent uncer- 
tainty as to the nature of contrac- 
tual liability insurance. This un- 
certainty is attributable, at least in 
part, to the inherently uncertain 
or varying forms of contracts by 
which contractual liability is cre- 
ated. The National Industrial 
Traffic League form used by some 
railroads in sidetrack agreements 
is the only standard form specifi- 
cally rated in the contractual lia- 
bility manual. All railroads do not 
use this N.I.T.L. clause. Another 
clause used by one railroad rarely 
duplicates the form of that used by 
iny other railroad, and frequently 
the liabilities assumed are far from 
identical. Hold harmless clauses in 
contracts other than for sidetracks 
and leases of premises are as un- 
like each other as the personalities 
of the people who draw them. 
However, to the insurance man 
these differences mean no 
than that the rating and insuring 
of the assumed liability requires a 
bit more paper work than that re- 
quired by other more standardized 
liability exposures. 


more 


HoLtp HARMLESS AGREEMEN1 


Consider this: when your client 
signs a contract which contains a 
hold harmless clause, he agrees to 
protect and indemnify the other 
party against loss. He has, in fact, 
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become an insurance 
insuring the other party against 
loss arising in whatever manner or 
circumstances are described in the 
hold harmless clause of the con- 
tract. When you seek to provide 
your client with contractual lia- 
bility insurance, you are substitut- 
insurance company for 
your Client with respect to that as- 
sumed liability, insofar as the 
possible loss might arise from 
bodily injury or property damage 
Rating the contractual liability 


company, 


ing an 


then becomes, to the company, 
largely a question of applying the 
rates and rating plans (or portions 
thereof) which it would charge for 
a direct liability policy issued to 
the person or firm who is held 
harmless. Frequently these rates 


are lifted bodily from the OLT or 
MCL manuals. Usually, they are 
a combination of manual rates for 
known exposures modified by 
judgment of the underwriter. 


PRODUCER Is A REPORTER 


Che producer’s first place in 
this picture is as a reporter of facts 
concerning the liability assumed 
and the facilities leased or the 
work performed under the con- 
tract. When the insurance is con- 
sidered as direct liability insurance 
protecting the party held harm- 
less, it may be evaluated in rela- 
tion to exposures rated in the di- 
rect (and in some cases contin- 
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gent) liability manuals, and it 
follows that the information you 
will furnish the underwriter will 
be similar to that furnished him 
almost as a matter of course with 
respect to other types of policies 
more frequently used. 

The last word in standard pub- 
lic liability forms is the compre- 
hensive general liability policy. It 
is a combination of all of the stand- 
ard, single purpose policies. It has 
the virtue of affording insurance 
automatically for many exposures 
the insured 


for which average 


merchant for 


The 


whom you are now providing in- 


is uninsured. 


surance on an OLT form may, in 
the CGL policy, have that insur- 
ance afforded by the owners’ pro- 
tective policy, the contractual lia- 
bility policy (with respect to the 
five types of contract most fre- 
quently used), the elevator liabil- 
ity policy and the MCL policy. 
He has these other types of insur- 
ance whether he needs them or 
not, without required notice to 
you or the company during the 
policy period; but if he doesn’t 
need them, he doesn’t have to pay 
for them. There is no premium 
charge for exposures which do not 
exist during the policy period. 

Be careful, however, not to asso- 
ciate this automatic insurance 
with the comprehensive surcharge 
premium. This surcharge is for un- 
known exposures. These are ex- 
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posures which, were they known, 
could surely be rated in accord- 
ance with one or of the 
standard policy forms. Develop- 
ment of an exposure during the 
policy period, whether reported 
at the time of its inception or by 
audit after expiration, has no ef- 
fect upon the surcharge premium. 
Chis premium is charged for in- 
surance afforded with respect tc 
which may 
to exist, even to the in- 


more 


exposures never be 
known 
sured. 

Don’t set your sights too high in 
selling comprehensive. It is the 
best standard form available, but 
there is no special minimum pre- 
mium which places it in a high 
premium bracket and by inference 
recommends its use for only a 
select group. Every client needs 
comprehensive liability insurance 
and everyone who is willing to 
permit an audit of his records an- 
nually and to pay a premiun 
based upon the actual exposure 
the audit 
comprehensive 


determined by should 
have 
The so-called difficulties in han- 
dling this policy in the field are in 


protection 


almost instance traceable 
to improper or incomplete selling 
of the contract. This 
presumes that any case in which 
the insured does not understand 
his policy is per se a case of im- 
proper selling. If we were to rec- 
ommend a list of ““Things to Re- 


every 


statement 
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member” for agents and _ brokers, 
it would certainly include these: 

Every person and firm néeds 
liability insurance. 

More persons and firms need 
liability insurance than have it. 

Of those who have it, most need 
a comprehensive form rather than 
the Fimited purpose form or forms 


which are usually sold today. 
Public liability insurance is no 
more difficult to comprehend than 
contract bridge or baseball, but, 
as in bridge and baseball, a knowl- 
edge of the rules is essential to suc- 
cess and enjoyment. Know the 
fundamentals, sell complete pro- 
tection, insure your reputation. 











“Madam, this bird thinks before he speaks; his father was an owl!” 








\CCIDEN1 
Man’s Best Friend Division. In Jackson 
ville, Ill., an elderly hunter is in the 
hospital because one of his dogs shot 
him. He was hunting rabbits with a com 
panion when their dogs stopped scenting 
rabbits and got into a fight among them 
selves. The two men laid down their 
guns and went to break up the fight. 
During the melee, one of the dogs ran 
into a gun and fired it. The charge 
blew off the hunter’s big toe. . 
In East St. Louis, Ill., another hunter 
killed a rabbit and slipped it into the 
pocket of his jacket. His excited dog 
jumped toward him and hit the gun 
trigger with his paw and shot his master 
in the shoulder. . . . In New Meadows, 
Ida., one hunting dog shet and killed 
another, hunters reported. They said 
they left their two dogs and two loaded 
shotguns in their auto while they stopped 
at a store. Upon returning they found 
one dog dead with buckshot in his head. 
The surviving dog evidently had put 


his foot inside the trigger guard and 


tripped the trigger. . . . Prosthesis Divi- 
sion. In Lockport, N. Y., a man suffered 
a broken leg in an automobile collision, 
was able to laugh it off. It was a wooden 
leg... . In Timberlane Lodge, Ore., the ski 
patrol rescue corps answered a summons 
for help from a skier stranded with a 
broken leg. They found the skier in good 
spirits — his leg was wooden, too. 
In Milton, Mass., a welder was finally 
able to resume work after a five-months 
lavoft. His artificial leg, lost in the mail 
for four months, had arrived from Wash 
ington. 

. .. BURGLARY 
Pound Wise, Penny Foolish. Hard-work 
ing burglars lugged a 300-pound safe and 
a large cash register out of a bakery and 
hauled them three miles across the city 
to a vacant lot. There they cracked the 
safe and were rewarded with $5 in 
pennies; they opened the cash register, 
found nothing (Brooklyn, N. Y.). . . 
Burglar from Missouri. A skeptical bur 
glar robbed an oil company safe ot $400 
in cash and $2,000 in checks, in spite of 
a sign outside the safe which gave the 
combination, said there was no money 
inside (Dallas, Tex.). 


... Moror VEHICLE 
Accident Prevention Division. In East 
Boston, Mass., the police have decided 
that a safety island which was installed 


ten months ago constitutes a safety haz 
ard, and they are planning to substitute a 
flashing blinker to warn motorists. The 
island was hit 43 times in the ten-months 


period. . . . In Wakefield, Pa., a 17- 
year-old boy was killed when his motor- 
cycle failed to make a curve and crashed 
into a highway sign. The sign read: ‘You 
are entering Pennsylvania; drive care 

fully.” In Columbus, O., a man 
was killed when his car crashed into an 
abutment 30 feet from a road sign which 
read: ‘‘Drive safely. Enjoy tomorrow.” 
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Any agent can be his own 
public relations counsel 
and find it well worth 
while—but it’s a twenty- 
four-hour-a-day job! 


Be Your Own Counsel 


UBLIC RELATIONS to most ol us 
p means a magic but 
nebulous formula that provides a 
tonic for ailing business and keeps 
a healthy business in the pink. We 
vaguely think of public relations 
as being presented for us by highly 
trained, rather mysterious gentle- 
men called public relations coun- 
sel and delivered in neatly wrapped 


agents 


packages ready for the task of 


performing miracles. Unfortu- 
nately, there are no such packages 
available 

Most of us are unaware that 
public relations are part of ou 
everyday lives as insurance agents, 
practiced by us either consciously 
or unconsciously, but practiced 
nevertheless. The fundamentals 
are so simple, and so much com- 
mon sense, that we need no tech- 
nicians to guide us, once we under- 
stand how simple are these funda- 
mentals of “homemade” public 
relations. Each of us wants many 
friends. Each of us is or should be 


By HAROLD W. MCGEI 


proud of his business, and wants 
the public to think well of him and 
that These desires are 
accomplished through public re- 
lations. Those among us 
have become successful insurance 
agents have been setting up good 
public relations right along, al- 
though probably very few of us 
would have recognized the fact 
Professional public relations 
counsel have varied definitions for 
the term “‘public relations,” but a 
pretty fair country definition is 
found in the title of Dale Carne- 
gie’s famous book, How to Win 
Friends and Influence People. 
Professionals teach us that 
public relations program consists 
of two parts. The first part they 
call “internal public relations” 
and the second, “‘external public 
relations.” Those are rather tech- 
nical terms, however, so perhaps 


business. 


wh 
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we can translate them into terms 
more readily understandable to us 
small fry insurance agents. Let us 
start with internal public relations 
and define them as the things that 
we do in our daily office routine 
and in our daily lives as citizens, 
which may either offend or please 
the public. Such things as over- 
working our employees, or under- 
paying them, for instance. Or per- 
haps we work them in drafty 
places or in poor light. How do 
those things offend the public? ‘The 
answer is that our employees have 
friends in whom they confide and 
those friends are part of the public. 

Maybe our “please remit’’ let- 
ters are too curt, our policies care- 
lessly prepared, or we oversell to 
the point of becoming pests. Could 
be that we stay too long in our 
client’s office when he has a golf 
date, or that our ’phone girl is 
grouchy. Maybe we are “‘in con- 
ference and cannot be disturbed” 
someone calls us, or our 


clerk 


when 


counter may even have 


halitosis. 
Look OVER THE OFFICE 


Che first thing we must do, then. 
in our “‘homemade”’ program of 


public relations, is to examine our 


present office practices and, if 


possible, cure the ailments we dis- 
cover. Can we see through our 
office windows, or have dust and 
flyspecks taken over? Would our 
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ocr coverings disintegrate from 
sheer astonishment at a 
cleaning? Is the paint flaking off 


good 


our woodwork because of old age? 
Do our offices resemble second- 
hand junk shops, with the furni- 
ture piled high with yellowing 
trade journals, files and antiques 
years; oO! 


accumulated over the 


are they already clean and at- 
tractive? 

“Oh!”’ someone says. ‘My of- 
fice is a work place, not a Holly- 
wood perfume shop.” 

Perhaps so, but the public likes 
eye-appealing vistas. Ask the holi- 
day crowd promoters why they 
stage bathing beauty parades. It 
is good public relations to have 
offices that the public likes to visit, 
and that does not mean that they 
must be palatial. 

Are our office girls and men 
neat and clean, and do they care 
for their nails? Are they pleasant 
and clear on the phone, or does 
the chewing gum impede articu- 
lation? Does our ’phone girl cut in 
frequently to explain that Mr. 
So-and-So is still talking and 
should she call back when he is 
finished? Above all, does she strive 
to recognize voices and call per- 
sons by their names? Someone has 
said that the 
man’s ears is his own name. 

And now about ourselves. Are 
appearances neat and 
suits look as 


dearest sound to 


own 
clean, or do 


our 
our 
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though we had spent several days 
and nights on a coach train? Does 
that stale aroma of the pre- 
luncheon cocktail give our asso- 
ciates the impression that a dis- 
tillery is in the immediate offing? 
Do we tell vulgar 
stories or use too much profanity? 
Do we “call down” employees be- 
fore clients in our offices, and do 
we ever say “‘please” or merely 
orders? At home are we 
irascible because the 
hood youngsters play football in 
front of the house, and do we say 
‘*eo0d morning” to the neighbors 
and the cop on the corner? Each 
of these things may seem small and 
we may not think of them as pub- 
lic relations — but they are. 

One wonders how many of us 
realize the importance of handling 
of claims to public relations. This 
subject belongs partly to internal 
public relations and partly to ex- 
ternal public relations, but be- 
cause the handling of claims is 
primarily a part of office routine 


excessively 


give 
neighbor- 


we shall discuss it here as a part of 


internal public relations. 

Many of us, sad to say, act 
merely as messenger boys to trans- 
mit the notices of loss to an ad- 
juster and leave the rest to him. 
We feel that we are busy men and 
must be out securing new _ busi- 
ness. We forget that to the average 
insured a fire, a holdup, a bur- 
glary or a bad automobile accident 


YOUR OWN COUNSEI 


occurs but once or twice in a life- 
time. To him, an event of great 
importance; to us, an everyday 
occurrence. He wants to tell us 
how it happened and with all of 
the gory details; he may 
want to cry on our shoulders a bit 
listen, to sym- 


even 


He wants us to 


pathize and to be like the phone 
operator who says “I’m ringing 
them” and makes regular and fre- 
quent progress reports. Sure, it’s 


an old story to us, but if we are 
impatient and unsympathetic and 
neglect those progress reports, we 
have created bad public relations 
with our insured and his friends, 
the public. 

If we are sufficiently prosperous, 
we can hire a professional public 
relations counsel to examine our 
internal operations. We will em- 
ploy his working tools, such as 
public sampling, employee surveys 
and tappings of our telephone 
conversations, to find out what we 
should not do. But most of us can- 
not afford professional help. What 
can we do then? 


APPLY THE GOLDEN RULE 


The answer is not too difficult. 
We can make an unbiased and 
thoughtful survey of our offices 
and of ourselves and apply the 
principle of the Golden Rule. 
What are we doing that is offen- 
to us when other offices or 
We can 


sive 
other individuals do it? 
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look at our policies before they 
go out and we can read over our 
letters to see if we would like to 
receive them ourselves. And we 
could do worse than invite our 
wives in now and then for sug- 
gestions. 

External public relations are 
the aggressive and positive parts 
of our public relations in action. 
Their working tools, by which we 
endeavor to win friends and influ- 
ence people, are local newspaper 
and national magazine advertis- 
ing, radio programs, mail adver- 
tising, posters, pamphlets, Christ- 
mas calendars and the like, par- 
ticipation in civic affairs, and 
many others. Again we may call 
in professionals to teach us how to 
use these working tools, but the 
professionals come high and so do 
most of the working tools. But we 
small fry agents can do a good 
external public relations job with- 
out them. 

“‘What is the answer?” you ask. 
“Live RicHtT”’ 


Again the answer is not too 
difficult. It is, in terms of the 
vernacular, to “live right.’ To 
live right in our agency offices and 
to live right in our community 
lives. 

All of us have had the solicitor 
for this or that welfare call upon 
us in our offices on fund-raising 
campaigns. We may not be able 
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to contribute to all of them, al- 
though good public relations de- 
mands that we make every effort 
to do so. We can, however, re- 
member that probably that solici- 
tor doesn’t like to go about beg- 
ging any better than we do, and 
we should listen courteously and 
sympathetically. We can also re- 
member that we make no friends 
when the solicitor reports back to 
the ladies of the women’s club or 
the Kiwanis committee for boys’ 
camps that a chilly, curt dismissal 
came out of our offices. 

We can also start or serve upon 
town’s accident 
committees. When we 
such committees 
don’t stop at just starting or join- 
ing, we make friends for ourselves, 
our agencies and our profession. 
Chat is, providing we are not ob- 
viously seeking publicity and don’t 
“talk” a better job than we per- 
The agent who actively 
participates in prevention 
work all year, not just during Fire 
Prevention Week, has taken a long 
step in good public relations. He 
does no harm to his business when 
he shows the school board how to 
eliminate existing fire hazards, or 
prepares a fire prevention plan 
for his town’s hotels, and he 
doesn’t harm the insurance pro- 
fession either. When he speaks 
earnestly before his Rotary Club 
about the loss of life and property 


our prevention 
Start or 


serve on and 


form. 
fire 
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Once in a lifetime for the assured; an everyday occurrence to the agent 


from fires that could have easily 
been prevented, and then shows 
them how future prevention may 
be possible, he has assumed stature 
for himself and his business. 
What can we do for our towns? 
We can cheerfully accept and 
conscientiously work on Red Cross 
assignments. We can take part in 


boys’ and girls’ drives for camp 
funds, act as counselors and help 
out with that new swimming pool. 
We have had experiences with 
automobile accidents, and we can 
lend our efforts to reduce the 
slaughter on the streets and high- 
ways. 

**Too busy!” you say. ““Haven’t 





16 THE CASUALTY AND SURETY JOURNAL 


time enough to properly service 
my assureds, and besides I have a 
living to make!” 
TuInk It OvER 

Are you too busy? Your clients 
and the public will not be satisfied 
with “too busy” when they know 
that you could have helped pre- 
vent the accident that crippled 
the neighbor kid for life, or that 
a little extracurricular effort on 
your part might have procured 
that iron lung for the local hos- 
pital. That agent in Chicago who 
headed the most successful com- 
munity chest drive in Chicago’s 
history wasn’t “‘too busy.” And 
did his agency suffer for it, or did 
he win friends for his agency and 
the profession of insurance? What 
do you think? 

The professional public rela- 
tions men almost unanimously tell 


us that service beyond the call of 


duty and outside our immediate 
field is the most effective external 
public relations tool of all. And 
what an opportunity we have for 
such service in this troubled world 
today. Boy and Girl Scout troops, 
disabled veterans organizations, 
chambers of commerce, 
clubs, civic movements; yes, and 
even a job on the school board or 
town council, provide us with the 
means of doing a real external 
public relations job. But remem- 
ber that lip service, for publicity’s 


service 
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sake, won’t get us by. Those sharp- 
eyed chairmen in the American 
Legion, the Masons or the Knights 
of Columbus soon see through 
that. So does the general public, 
for those people are part of the 
public. 


ConsIDER YOuR COMPETITORS 

We might paraphrase the Good 
Book and say, “By Their Com- 
petitors Ye Shall Know Them.” 
Ours is a highly competitive busi- 
ness, and too frequently some of 
us habitually deprecate and even 
libel our competitors. Only we are 
holy. The other agents in our 
town are rebaters, or get their 
business by political pull or other 
sinister means. Of course they are 
incompetent, a little crooked and 
would all starve were it not for 
money or their fra- 
ternal The public 
abhors the crying towel and re- 
sents the implied insult to its in- 
telligence in dealing with our 
moron competitor. “If we can’t 
boost, don’t knock” may be an 
oldie, but it is still good public 
and our competitors’ 


their wives’ 
connections! 


relations, 
opinions of us are important public 
relations. 

We can get to know our home 
town newspapermen and, by 
being truthful and accurate, gain 
their confidence. Insurance agents 
frequently encounter human in- 
terest stories that are news. Our 
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local newspaper wants news, but 
it must be real news, accurate and 
factual. They won’t accept per- 
build-ups, but they will 
print our news stories if they can 
have confidence in our veracity. 
Let’s give them the news, and 
they will take care of the personal 
publicity that we earn. 

Thus we see that the funda- 
mentals of external public rela- 


sonal 





tions are neither too costly nor 
too difficult to obtain. When we 
“live right,’ we create favorable 


public opinion, and that’s what 
we really wish to obtain. When the 
public thinks well of us and our 
business, they like to deal with us 
When we have reached that happy 
position, we not only have larger 
incomes, but we have the satisfac- 
tion of a job well done. 

















“Do you think the boss would be interested in an article on‘ Why We Should 


All Obey Safety Rules’ 


written by a former employee: 
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HON. D. S. BUTLER 
WEST VIRGINIA 


Rk. BUTLER was born in Hartford, Connecticut, and attended 
M the public schools in that city. In 1925 he became em- 
ployed by the National Fire Insurance Company of Hartford, 
where he served in the underwriting and brokerage departments 
In 1926 he was transferred to the New York office as a clerk. Three 
years later he was appointed special agent in New York suburban 
territory, where he traveled until 1933, when he was transferred 
to Delaware in the same capacity. In November of that year he 
was transferred to West Virginia as special agent, and in 1939 
he was appointed state agent. He served in this capacity until the 
summer of 1947, when he was appointed Insurance Commissioner. 














HON. JOE NICKELL 
KANSAS 


k. NICKELL is a native Kansan. Following service in World 
War I, he entered Creighton Law School, Omaha, Nebraska. 

and was employed as state editor of the Omaha World Herald until his 
last year of law school. He moved to Topeka to take his last year of 
law at Washburn College. In Topeka he was city editor of the 
Topeka Daily Capital and manager of radio station WIBW, whict 
positions he held for some years after finishing law school. He ther 
became claim attorney for the state insurance department, but left 


to engage in private practice of law in Topeka. During the ’30s 


he served several terms in the state legislature as state representative 
and state senator. Following service in World War II, he was 
appointed assistant general counsel of the state corporation com- 
mission in 1946. He was appointed Workmen’s Compensatior 
Commissioner in the summer of 1947. 
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* The widespread introduction 
of rate regulation has re- 
sulted in many requests by 
agents for a layman's ex- 
planation of the ratemaking 
processes. This article is in 

answer to those requests 


Principles of Ratemaking 


© THE AVERAGE Casualty in- 
ptt employee, whether 
company man or agent, ratemak- 
ing procedures are just so much 


abracadabra. In the past, few of 


the men selling insurance have 
familiar with the funda- 
mentals underlying the determi- 
nation of the rate they must sell, 
but the widespread introduction 
of rate regulation is promoting 
interest in this hitherto esoteric 
field. ‘The new rating laws being 
made effective in most of the states 
provide for the submission and ap- 
proval of rates and establish the 
general criteria that they shall 
not be excessive, inadequate or 
unfairly discriminatory. 

In. meetings with agents in vari- 
ous states during the course of the 
past year, I have been asked time 
and again for some reference 


been 


where a layman’s explanation of 


the ratemaking processes may be 
found. It is hoped this article may 
help to answer the many inquiries 


By THOMAS O. CARLSON 





for such an explanation. While it 
cannot be wholly nontechnical, it 
will at least resort to no higher 
mathematics than arithmetic. The 
explanation will not go beyond the 
determination of manual rates. 
The modification of such rates by 
the application of individual risk 
rating plans will be the subject of 
a future article. 


Basis OF EXPOSURE 


The insurance cost to the policy- 
holder is expressed in the manuals 
as a rate applicable to a unit of 
exposure. The unit of exposure is 
selected to provide an equitable 
yardstick for measuring variations 
in the hazard against which pro- 
tection is provided through in- 
surance. Such a yardstick must be 
reasonably stable and easily de- 
terminable. For.example, in the 
workmen’s compensation line the 
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common unit is $100 of payroll. 
The number of man hours worked 
might be a more accurate measure 
of the hazard, but it is so much 
more difficult to determine, being 


practically impossible for many 


types of risk, that the more readily 


ascertainable payroll basis was 


adopted many years ago and has 
weathered storm after storm ol 
criticism and investigation. Simi- 
larly, for automobile insurance a 
single car is the usual unit; for 


products liability, $1,000 of sales; 


for burglary insurance, $1,000 of 


coverage; for theatres, 100 ad- 


missions, etc 


WHAT THE RATE PROVIDES 


‘The manual rate applicable to a 
unit of exposure should contain 
provision for: 

1. Losses payable in accordance 
with the coverage afforded 
by the insurance contract. 
Expenses of handling the 
business. 

A reasonable allowance for 
underwriting profit and con- 
tingencies. 

The dollars-and-cents provision 
in a rate for losses is customar- 
ily known as the pure premium 
underlying the rate, and the cor- 
responding percentage of the pre- 
mium provided for losses is termed 
the permissible loss ratio. Phrased 
most briefly, then, the determina- 
rate involves 


tion of a manual 
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three steps: (a) the determination 
of the loss provision, (b) the de- 
termination of the permissible loss 
ratio and (c) the division of (a) by 
(b). Thus, for the manufacturers’ 
and contractors’ liability line the 
permissible loss ratio is currently 
51 percent; if the pure premium 
determined for a particular classi- 
fication is $1.02, the resulting rate 
would be $1.02 divided by .51, or 
$2. 

Che determination of the loss 
provision in a rate will constitute 
most of the ratemaking story. The 
permissible loss ratio is the differ- 
ence between 100 percent and the 
percentage provision for expenses, 
profit and contingencies. Since 
the provisions for expense items 
other than tax items are ordinarily 
uniform throughout the country 
for a given line or sub-line of the 
business, the variations in 
from class to class and from terri- 
tory to territory are principally 


rate 


due to variations in the loss 


provision 
Loss STATISTICS 


In order to measure the highly 
variable loss element in the rate, 
loss statistics are collected from the 
carriers under statistical plans 
which establish standards for the 
maintenance of such information 
in the various company offices and 
which contain elaborate coding 
systems reflecting the variations 
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by classification, territory and 
coverage set forth in the manuals. 
This information is collected and 
tabulated by some central or- 
ganization, which under the new 
laws will ordinarily be designated 
by the various states as a statistical 
agency. The principal such agen- 
cies for many years have been 
National Council on Workmen’s 
Compensation Insurance for work- 
men’s compensation, the Towner 
Rating Bureau (now the Surety 
Association of America) for fidel- 
ity and surety and the National 
Bureau of Casualty Underwriters 
for the liability, burglary, glass 
and boiler and machinery lines. 
More recently similar agencies 
have been established by mutual 
carrier organizations and by the 
so-called independent carriers. 

MAINTENANCE OF STATISTICS 

No rate is sounder than the in- 
formation upon which it is based. 
The establishment of standards 
for the maintenance of statistics is 
as important an element in the 
ratemaking picture as the analysis 
of those statistics after their com- 
pilation. The first step, therefore, 
is to determine how the statistics 
are to be maintained. 

The simplest approach to this 
problem is a cash-in and cash-out 
basis, obtained by recording trans- 
actions entered on the company’s 
books during a particular calendar 
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year. This recording of paid losses 
and written premiums on the 
calendar year basis has long been 
used for the glass insurance line, 
on which contested claims are a 
rarity; but even in glass insurance 
difficulties are encountered, be- 
cause in a period of sharply in- 
creasing premium volume, such as 
the current postwar period, premi- 
ums are being entered on the car- 
riers’ books at a faster rate than 
they are being earned and, con- 
sequently, the ratios of losses to 
the written premiums have been 
much lower than the more signifi- 
cant ratios of losses to the earned 
premiums. Adjustment of the writ- 
ten premiums to an earned basis 
is therefore necessary in a period 
of rapidly changing premium vol- 
ume. Possibly this idea of the 
“earning” of a premium should be 
illustrated. Consider a $120 pre- 
mium on an annual policy with 
effective date June 1, 1946. By 
July 1, 1946, 1/12 of the policy 
period has elapsed and we say the 
premium is “*1/12 earned.”’ By the 
end of the year it is 7/12 earned, 
leaving 5/12 to be earned in 1947. 
On the average, losses are incurred 
at the same rate the premium is 
earned. 

The term “incurred” as applied 
to losses implies reflection of re- 
serves for unpaid (or “outstand- 
ing’’) losses in addition to the paid 
losses. For a given policy or a 
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specific group of policies (as in 
the “policy year” basis described 
later) the incurred losses are the 
sum of the paid losses and the re- 
serves for unpaid losses. In calen- 
dar year records, the incurred 
losses are the losses paid during 
the year plus the loss reserves on 
the books at the 
end of the year 
and less the loss 
reserves on the 


books at the be- 
ginning of the 


year. 

The next step 
beyond the sim- 
ple picture re- 
viewed for the 
glass line is a 
calendar year 
basis that will 
produce earned 
premiums and 
incurred losses. 
Such a basis 
will be utilized 
under a plan 
just being intro- 
duced for burglary insurance, 
where the experience is so de- 
tailed that written premiums are 
not easily converted to an earned 
basis, and where the use of in- 
curred losses is more important 
because the settlement of losses is 
less automatic than for 
insurance. 

In the compensation and liabil- 





glass 
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ity lines, the use of incurred losses 
and earned premiums is particu- 
larly necessary, because of the 
large proportion of losses which 
are in reserve. For example, on the 
liability lines other than automo- 
bile, the reserves for unpaid losses 
as of December 31, 1945 amounted 
to between three 
and four times 
the total amount 
of losses paid 
during the en- 
tire year 1946. 
To neglect these 
reserves in re- 
viewing the rate 
situation would 
result in a ruin- 
ous underesti- 
mate of the car- 
riers’ rate re- 
quirements. 
These out- 
standing losses 
may represent 
claims originat- 
ing several years 
back. If statis- 
tics for these lines were maintained 
by recording transactions entered 
on the books in a given year (the 
“calendar year’? basis), adjust- 
ments in loss reserves for ancient 
claims would be reflected in the 
incurred losses for comparison 
with premiums currently being 
earned, and considerable distor- 
tion in the experience could result, 
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To meet this problem, the carriers 
many years ago instituted the re- 
cording of experience for the com- 
pensation and liability lines on the 
“policy year’? basis, bringing to- 
gether the total experience (ex- 
posures, premiums, losses and 
number of claims) on all policies 
with effective date in a given year. 
There is a necessary lag in the 
compilation of this experience 
since, for example, the last policy 
in “‘policy year 1946,” issued De- 
cember 31, 1946, is not com- 
pletely earned until December 31, 
1947, and reportable until 1948. 
In the case of the most important 
automobile classes, this lag is re- 
duced by an earlier reporting 
when the year’s experience is half 
earned, but this earlier reporting 
is Clearly less reliable than the later 
complete reporting. Despite the 
lag disadvantage, no better prac- 
ticable scheme has been devised. 
It may be noted that whereas 
exposures are reported for the 
workmen’s compensation, liability 
and boiler and machinery lines, 
permitting the determination of 
experience loss costs per unit of 
exposure, only loss ratio data 
(premiums and losses, which may 
be accompanied by the number 
of claims) are obtained for the 
burglary and glass lines, because 
the refinement by ultimate dis- 
count groups and classifications 
within territory, which would be 


PRINCIPLES OF 


RATEMAKING 


essential for the utilization of 
pure premiums in these lines, 
would result in parcels of experi- 
ence too small to be interpretable. 


PROVISION FOR LOssEs 


For the major automobile classi- 
fications, the experience is sufh- 
cient in many territories to permit 
direct determination of the 
quired loss provision by a review of 
the “‘experience pure premiums:” 
that is, the reported loss costs per 
car insured. This review is reduced 
to a formula basis where possible, 
but the formula approach may be 
varied from year to year according 
to the circumstances. 

The fundamental objective in 
casualty ratemaking is the estab- 
lishment of rates which will be as 
nearly as possible correct for the 
period during which they are to 
apply. This objective cannot best 
be approximated under a rigid 
formula. 

For the other liability lines and 
for workmen’s compensation in- 
surance, the loss elements in the 
rates are usually determined in at 
least two steps: (a) determination 
of the rate level to be reproduced 
in each manual territory by all 
classifications in a given subdivi- 
sion of the business and (b) de- 
termination of the relationship 
between the classification rates 
within such a group and territory. 
The rate level determination is 


re- 
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based upon a review of loss ratios 
at present rates: i.e., the loss ratios 
that would have been produced 
had present rates been charged 
throughout the experience period. 
These loss ratios are compared 
with the permissible loss ratios to 
determine percentage increases or 
decreases in the over-all rate level. 
The relativity between classifica- 
tions is based upon a review of 
classification pure premiums (losses 
divided by exposures). 


VOLUME OF BusINEss 


In these reviews of experience, 
due consideration must be given 
to the volume of business involved. 
It would seem to be a matter of 
common sense that the experience 
indications produced by a pre- 
mium volume of $100,000 would 
be more credible than the experi- 
ence indications produced by a 
premium volume of $10,000. This 
common-sense viewpoint is in fact 
a layman’s statement of a demon- 
strable mathematical law known 
as the law of large numbers. As a 
consequence of the sparseness of 
the experience on many of the less 
important classifications and cov- 
erages, rates for these are de- 
termined from country-wide data 
and do not reflect variations by 
territory. As an example may be 
cited the property damage liabil- 
ity rates for the liability lines other 
than automobile. For some lines 
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the experience in a single state 
may be too sparse to be used for 
rate level purposes, so that a single 
rate level is determined for a 
wider area covering a group of 
several states. Recognition of these 
necessities for using experience be- 
yond the state’s borders is written 
into the new regulatory laws. 


CREDIBILITY 


In the review of detailed experi- 
ence by classification, reflection 
of the law of large numbers is often 
reduced to mathematical terms 
The degree of reliability placed 
upon the experience is known as 
credibility, ranging from zero for 
no reliability to 100 percent for 
complete reliability. This credibil- 
ity is applied to the departure in- 
dicated by the experience of the 
particular classification from some 
standard of comparison. The stand- 
ard chosen is usually the existing 
rate, although in past years a 
country-wide experience pure pre- 
mium for the classification has on 
occasion been used as the standard 
from which departures were meas- 
ured. To illustrate, assume a $3 
pure premium underlying the 
present rate, and a $2 experience 
pure premium meriting 40 percent 
credibility. The indicated de- 
parture is a reduction of $1, which 
is followed to the extent of 40 
percent, or a final reduction of 
40¢. 








PRINCIPLES OF RATEMAKING 


Inspection is an important item 


The products liability coverage 
differs from other casualty cover- 
ages in the fact that there is usu- 
ally no close connection between 
the location of the risk and the 
territory in which a claim may be 
brought against the insured. For 
example, a factory located in a 
particular city may have a coun- 
try-wide distribution of its prod- 


in a boiler and machinery contract 


ucts, with the result that claims 
under the products liability cov- 
erages may arise in any state. For 
this reason, rates on most of the 
products liability classifications 
are based upon country-wide ex- 
perience and do not reflect any 
territorial variations. 

For the elevator liability and 
the boiler and machinery lines, the 
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inspection service is an important 
feature of the insurance contract, 
and inspection pure premiums (in- 
spection costs per unit of expo- 
sure) are determined for each 
classification upon the basis of a 
detailed reporting of inspection 
costs. Manual rates are deter- 
mined by dividing the sum of the 
loss pure premium and the in- 
spection pure premium by the 
combined permissible loss and 
inspection ratio. 

Consistent territorial variations 
are not expected in the boiler and 
machinery lines by reason of the 
very nature of the insurance af- 
forded. A natural deterrent to the 
establishment of rates on other 
than a country-wide basis is fur- 
ther to be found in the com- 


plexity of the schedules necessary, 
since for each type of boiler and 
machinery object variations in the 
rates are required in order to re- 
ect variations in the hazard, ac- 
cording to the size of the object 


insured. 


BURGLARY AND GLASS 

For the burglary and glass lines, 
rate levels are determined by a 
review of loss ratios adjusted to 
the current rate levels and the 
resulting percentage change fac- 
tors applied to the existing sched- 
ules of rates. 

Reference has already 
made to the necessity for adjusting 


been 
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premiums to reflect the rate level 
currently in effect before review- 
ing loss ratios for rate level pur- 
poses. It is sometimes necessary 
to make adjustments in the loss 
data as well. For example, on the 
workmen’s compensation line a 
law may be enacted modifying the 
scale of benefits payable under the 
act; such modifications must be 
reflected in an adjustment of the 
losses in order that the loss provi- 
sions determined as necessary in 
the revised rate structure may 
properly reflect the modifications 
in the law. Another illustration is 
furnished by the current situation 
in the glass insurance line undet 
which it is necessary to modify the 
losses in order to reflect the very 
substantial increases in replace- 
ment costs which have taken place 
since the experience currently 
being reviewed was developed. 
EXPENSE PROVISIONS 

[t has been noted that the per- 
missible loss ratio is determined by 
deducting from 100 percent the 
provisions for expenses, profit and 
contingencies. For production cost 
the customary standard allow- 
ances are included. The tax item 
varies according to the provisions 
in the various state requirements. 
The other expense items, adminis- 
tration, claim, inspection and 
bureau expenses, are based upon a 
review of country-wide expense 
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data as reported in the Casualty 
Insurance Expense Exhibit 
proved by the National Associa- 
tion of Insurance Commissioners 
Variations within lines occur for 
the inspection item and, as already 
mentioned, this item varies by 
classification for the elevator and 
boiler and machinery coverages. 
The country-wide expense ra- 
tios are not subject to frequent or 
sharp fluctuations and, averaged 
over a period of years, seldom 
show a substantial variation from 
one period to the next. Conse- 
quently, the provisions for ex- 


ap- 


while reviewed periodi- 
cally, often remain unchanged 
over several years. 

That portion of claim expenses 


penses, 


readily assignable by any type of 


company to a particular claim is 
classified as allocated claim ex- 
pense. Such expenses may reflect 
unusual claim or court conditions 
in a particular territory, and they 
are, therefore, included with the 
losses in the loss statistics reported 
for liability and burglary insur- 
ance and certain of the minor lines. 


“OTHER RELEVANT FACTORS” 

Nothing has been said thus far 
about non-experience data, in- 
formation not obtained in the 
form of the usual reportings of in- 
surance statistics. The laws mod- 
eled after the current All-Industry 


Committee report specify that 
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rates may be supported by insur- 
ance statistics and “‘other relevant 
factors.’’ Bearing in mind that the 
objective of casualty ratemaking is 
not to pick up past losses and dis- 
tribute past profits, but rather to 
establish rates that will provide 
the proper provisions for losses and 
expenses during the period such 
rates are to apply, let me illustrate 
the importance of these factors 
extraneous to or anticipatory of in- 
surance statistics by citing two 
recent instances of their use. 


[LLUSTRATIVE SITUATIONS 


When gas rationing was intro- 
duced, the carriers reduced auto- 
mobile rates by judgment factors 
calculated to reflect the lessened 
use of cars; similarly, the rates 
were increased when gas rationing 
was eliminated after the end of the 
war. A strict adherence to reflec- 
tion of these changes only after 
their effect had been duly re- 
corded in statistical experience 
would have resulted in impossible 
situations. 

The second illustration involves 
glass insurance. When O.P.A. con- 
trols were lifted in late 1946, re- 
placement costs rose rapidly, the 
increases totaling as much as 70 
percent in some important centers. 
To wait for reflection of these costs 
in experience before reflecting 
them in the rates would have pro- 
duced disastrous results. 
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l hese examples serve to demon- 
strate the need for flexibility in 
the ratemaking procedures. Casu- 
alty insurance is subject to sharp 
changes as a result of changing 
economic conditions. It is possible 
that its ratemaking procedures 

an never be completely stand- 


$e 


ardized, for that reason. Pending 
the millennium, these very factors 
of uncertainty are the things which 
make the determination of casu- 
alty insurance rates a challenging 
and fascinating problem to those 
engaged in this phase of the 
business. 


Follow the Leader 


This is the sort of thing that makes rates rise! On the rain-drenched 
Arroyo Seco Parkway in Los Angeles, California, two cars collided — 
two cars in a chain of automobiles which stretched, bumper to bumper, 
for over five blocks. The last nine motorists in the procession couldn’t 
stop in time, and this pile-up resulted. Seven drivers were injured. 





OT GAS. Leakage of a 500-gallon gas tank HOT WATER. When the hot-water tank in this New 
aused the explosion which turned an Oregon, Jersey inn exploded, it hurtled through the roof and 
o., electrical shop into a gaping hole, critically landed on the highway, 150 feet away. Two second-story 
njuring two persons. Buildings on both sides occupants were lucky to escape uninjured, but may have 
rere badly damaged, may have to be torn down. been in hot water, since estimated damage was $10,000 


Explosion 


THE NEWS IN PICTURES 


HOT HOUSES. Fire, traveling with lightning speed, swept 
through these eight North Philadelphia residences, routing 
more than 30 families from their beds. One person was 
killed, five others were injured and damage was estimated 
at between $100,000 and $150,000. 


Fire yw 


HOT MONEY. The nation’s grain shortage was 
not aided by this $200,000 blaze which demolished 
a Franklinville, N.Y., milling company and 1,000 
tons of valuable feed. Companies from seven 
neighboring towns were called in to fight the fire. 








PASSENGERS SPILLED OUT of this trolley as 
fast as they could when blazing gas truck crashed 
into it. Main tank, containing 1,100 gallons, did 
not burn and no one was badly hurt. Truck driver 
was charged with reckless driving. 
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SAND SPILLED OUT, killed and buried a five-year- 
old child, when the automobile her mother was driv- 
ing in Milwaukee, Wis., collided with a dump truck 
loaded with sand. Both vehicles went into the ditch, 
and contents of the truck fell on the family car. 


THE NEWS 


COURTESY WAS LACKING when the impa- 
tient driver of this car crashed into a slow- 
moving truck ahead of him while crossing New 
York’s Manhattan Bridge, smashing in entire 
side of car and badly injuring the two occupants. 





CARE WAS LACKING when this multiple crash, involvi 
five cars and two buses, occurred on a California highway ob 
scured by smoke from an adjacent burning field. Two cars col 
lided first, then three more cars and two buses plowed into th 
flaming wreckage. Two were killed, five were injured. 


LLED OUT and miraculously lived to tell the 
s huge tractor-trailer turned over on top of his 
n the Albany-New York highway. The other 
ot seriously injured, reported that apparently 
mt wrong with the truck mechanism. 


PtCor VU 


rLON WAS LACKING when the driver of this 
nobile decided to cross the tracks just as the 
juter train was pulling out of the Bellmore, 
, station. The wreckage caught fire instantly, 
ing both occupants beyond identification. 
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OIL SPILLED OUT when this Wisconsin fuel truck over- 
turned and spread its valuable cargo over the highway. For- 
tunately, it did not take fire, and firemen are hastily swee pinx 
it into the sewer before it does. The driver, who was un- 
injured, overturned while swerving to aveid another car. 
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Automobile ¥ 


COMMON SENSE WAS LACKING when this car, speeding 
through Chicago traffic, somersaulted across a safety island 
and slammed into a light pole, killing two persons and in- 
juring a third. The accident brought to 390 the number of 
persons killed in Chicago traffic accidents in 1947. 


y 





FINGER SAVER. Riveting machine guard, shown by 
inventor John Mulligan, maintenance mechanic. An 
automatic arm, synchronized with foot treadle, knocks 
side operator’s finger as plunger descends. Riveting 
machines are a major cause of industrial injuries 


Safety “Devices 


BABY SAV This aluminum safety gate has the 
advantage of being expansible, and can be adjusted to 
fit all conventional-size windows and doors. It looks 
as though it would foil the exploratory efforts of even 
the most inquisitive youngster. 


THE NEWS IN PICTURES 


HIGH HUDSON. At the peak of one of its highest tides 
oa record, the Hudson River, abetted by strong gales, 
overflowed its banks’and flooded the low streets of the 
New Jersey riverfront, causing a snarl in automobile and 
rail traffic. New York skyline appears in background. 


Flood ¥ 


SWIMMING SUBURB. Heavy rains flooded the 
cellarless houses on this street in Carle Place, 
N.Y., to a depth of seven to eight inches. The 
parked automobile is three feet under, and water 
in the foreground is considerably deeper. 











* Selling the comprehensive 
3D policy is not as com- 
plicated as many producers 
seem to think. This timely 
article clearly defines the 3D 
coverage and answers some 
commonly asked questions 


The Modern Package Policy 


HE COMPREHENSIVE dishonesty, 

disappearance and destruc- 
tion policy is without doubt the 
most modern flexible package pol- 
icy in existence today. I would not 
call it a new policy, because it has 
been on the market now for seven 
years and should be considered 
standard equipment in the port- 


folio of every qualified insurance 


agent or broker. 

Unfortunately, however, many 
agents and brokers seem to pur- 
posely stay clear of this contract 
and throw their hands up in hor- 
ror at the amount of detail in- 
volved whenever they have occa- 
sion to work up a proposition for 
submission to the company for 
rating purposes. 

Here is the 
producer is making a very grave 
mistake. The 3D policy is really 
nothing more than a grouping 


where insurance 


together in one policy 
many of the individual 
heretofore available under sepa- 


covers 


form of 
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rate contracts with ‘which most 
agents and brokers are thoroughly 
acquainted. 

Nevertheless, despite the ap- 
parent reluctance on the part of 
agents and brokers to push the sale 
of this policy, more 3D contracts 
were written during the past year 
than ever before. This clearly in- 
dicates that some producers are 
taking advantage of the oppor- 
tunity to place more commission 
dollars in their pockets. 

Before proceeding further with 
this article, turn to page 36 and 
familiarize yourself with the in- 
suring provisions of this 3D con- 
tract so that you may readily 
understand some of the statements 
and suggestions contained herein 
and thus qualify yourself to act 
more in the capacity of an in- 
surance advisor on the subject of 
this important policy. 
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COVERAGE PRoviIpED UNDER 
A 3D Po icy 


Insuring Agreement I 
(Loss through dishonesty ofemployees) 


All loss of money, securities and other 

property through dishonest or fraudu- 

lent acts of officers and employees. 

Replacing primary commercial blanket 
and blanket position bond.) 


Insuring Agreement II 


(Loss of money and securities 
within premises) 


(a) All loss of money and securities. 


(b) Loss of or damage (except fire) to 

other property caused by safe burglary 

or robbery. 

c) Damage (except fire) to the 

premises caused by robbery, safe bur- 

glary or burglarious entry into the 

premises 

(Replacing broad form money and se 

and individual burglary and robber) 
policies 


February 


Insuring Agreement III 
(Loss of money and securities 
outside premises) 
(a) All loss of money and securities 


(b) Loss of or damage to other prop- 
erty when caused by robbery. 


(Replacing broad form money and sec 
and individual robbery policies.) 


e 


Insuring Agreement IV 


‘Loss of securities from leased 
safe deposit box) 


All loss of securities from within safe 
deposit boxes rented from a bank or 
safe deposit company. 


(Replacing securities insurance policy 


Insuring Agreement V 


(Loss through forgery of 
outgoing instruments) 


Forgery or alteration of outgoing 
checks, drafts, promissory notes, etc. 


(Replacing depositors forgery policy.) 
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Open Stock Burglary 
(May be added by endorsement) 


All loss of merchandise, furniture, fix- 
tures and equipment caused by bur- 
glary from within the premises. 
(Reblaces the mercantile open stock 
burglary policy.) 


* * * 


Review the commercial accounts 
now on your books and complete 
a 3D survey on each risk. The in- 
formation you acquire will enable 
you to make intelligent recom- 
mendations and provide coverage 
more in keeping with the exposures 
to loss. You will find everyone 
vitally interested in this package 
contract and without doubt you 
will acquire some new _ business 
from your old and new customers. 
A list of prospects to solicit would 
include the following: 


Auto sales and service companies 
Breweries — beverage companies 


POLICY 


Churches -— foundations 
societies 

Clothing stores 

Coal and oil companies 

Country clubs 

Department stores 

Hotels and cafés 

Lodges and Y.M.C.A.’s 

Manufacturing risks 

Meat and grocery stores 

Municipalities — public utilities 

Real estate and development 
companies 

Schools and colleges 


Request prospects to supply you 
with a copy of their last balance 
sheet or earnings report, which 
generally discloses their cash posi- 
tion, the amount of inventory on 
hand and the extent of their se- 
curities holdings. This information 
will prove to be invaluable and 
will assist materially with your 
recommendations. 

The form that your survey will 
take may be illustrated by the 


following typical case: 


An auto sales and service com- 
pany employs 15 employees, makes 
collections of cash and checks from 
auto sales and service amounting 
to several thousand dollars which 
is kept in a fireproof safe in the 
office. Regular bank deposits are 
made so cash on hand will never 
exceed $5,000. The company owns 
$25,000 worth of securities which 
are kept in a rented safe deposit 
box at a local bank and maintains 
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a sizable bank balance against 
which checks are issued and signed 
by at least two officers; it also 


COVERAGI 


Insuring 
Amount Agreement 
$10,000 


I Blanket 
ployees 


chandise 


Position 
Cash, 

5.000 Il 

Securities 

All Loss Outside 


5,000 III 
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Bond 
Securities, 


- All Loss On Premises - 


February 


has a stock of merchandise con- 
sisting of automobile parts amount- 
ing to $7,500. 


RECOMMENDED 


Premium 
1Yr. 3 Yes. 
Em- $167.03 $417 


Mer- 


All 


Money and 


Mes- 


Premises 


senger — Money and Securities 


25,000 [V Securities in Safe 


All Loss 
Forgery 


10,000 V Checks 


5.000 By End. 
Toral 


Average annual 


Mercantile Open Stock Burglary 


Box — 


Deposit 


ai, 
115. 
$632 


Issued 


premium when 


written on a three-vear basis 


Several questions about this 
policy have been asked so fre- 
quently by producers that | think 
it is worth while to repeat them 


and answer them in this article. 


Question: “Suppose | sell my 
client a 3D policy and cancel off 
all his individual policies, and a 
loss occurs. Just imagine the large 
reinstatement premium my 
sured must pay.” 


as- 
Answer: Your assured is not 
penalized and is no worse off than 
if he carried individual policies. 
Reinstatement premium charges, 
if applicable, are only figured on 


the insuring agreement under 
which the loss occurs — under no 
circumstances are reinstatement 
premiums figured on the total pre- 
mium charged for all insuring 
agreements. 


Question: “Suppose | sell my 
assured a 3D policy on a three- 
year basis and a loss occurs during 
the first year. Is the entire pre- 
mium wiped out?” 


Answer: No — the loss is han- 
dled in identically the same way as 
if individual three-year policies 
were carried, and reinstatement 
charges, if applicable, are only 
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figured up to the anniversary date 
-of the year in which the loss 


occurs. 


Question: “I am a_ general 
agent for a bonding company and 
a local agent for a casualty com- 
pany. If I rewrite my risks on a 
3D policy will I lose my general 
agency commission now enjoyed 
on the bonding lines?” 


Answer: No—the company 
whom you now represent as gen- 
eral agent will write this business 
on a 3D policy and pay you gen- 
eral agency commission on all in- 
suring agreements. In other words, 
you will be much better off than 
you were before. This holds true 
also if you are a general agent of a 
casualty company and only hold a 
local agency contract with a bond- 
ing company. The casualty com- 
pany for whom you act as general 
agent will write this 3D business 
and allow you the general agency 
commission on the coverage pro- 
vided under all insuring agree- 
ments. In other words, you will 
receive more commission than 
heretofore. 


Question: “What arguments are 
generally used to sell Insuring 
Agreement V — Depositors Forg- 
ery? Most assureds are under the 
impression the depository bank 
will make good a loss.” 


Answer: Don’t rely upon your 
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bank to guarantee your forgery 
losses, unless you are given a letter 
to that effect by the bank. Don’t 
rely too much upon your check- 
writing machine to prevent forgery 
losses from occurring on your ac- 
count, because 95 percent of all 
forgeries committed involve the 


W. J. LEMUNYON 
unusual facilities afforded 


maker's or endorser’s name — two 
signatures over which the use of a 
check writer or safety paper have 
very little, if any, control. Don’t 
rely upon the free forgery policies 
which are given away by some 
check-writing or safety paper con- 
cerns to absorb your losses because 
such policies usually only provide 
coverage of a very limited nature, 
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particularly when forgery of the 
maker’s or endorser’s name is in- 
volved. Forgery losses generally 
extend over a period of years dur- 
ing which time the depositor is 
without the use of the funds. 
Therefore, why not let the in- 
surance Carrier assume this respon- 
sibility for a small additional pre- 
mium charge? 

Question: “What is a good ar- 
gument to give your prospect to 
sell Insuring Agreement IV- 
Securities in Rented Safe Deposit 
Box?” 


Answer: Safe deposit laws are 
different in each state. Therefore, 
unless the bank is willing to supply 
the box renter with a letter assum- 
ing responsibility for loss, it is 


advisable to provide insurance 
under this section. 

Question: “Most of our as- 
sureds do not believe in bonding 
coverage. How can we interest 


29>? 


them: 

Answer: Try to sell your as- 
sured coverage under Insuring 
Agreements II and III first, which 
is generally not difficult because 
every commercial risk that owns 
money and securities invariably 
provides such insurance as pro- 
tection against disappearance, de- 
struction, flood, fire, burglary and 
theft. After you have sold these 
two agreements, then emphasize 
the fact that he is protecting his 
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risk against losses caused by out- 
side sources who are not supposed 
to know the combination of the 
safe, the amount of cash and where 
it is kept, how the bookkeeping 
system operates, where the key to 
the check writer is kept and when 
the safe is locked and unlocked. 
Cherefore, your prospect should 
go a step further and provide in- 
surance coverage on his insiders 
or trusted employees who gen- 
erally are thoroughly familiar 
with all these safeguards and secret 
combinations and can abuse the 
privilege at will. Invariably the 
prospect will see the inherent dan- 
gers involved and will purchase 
some coverage under Insuring 
Agreement I to make his package 
complete. 
os 2 2 

Where five agents once sold the 
individual covers heretofore avail- 
able, it now takes only one to 
provide the same protection, and 
this one agent can do the job even 
better. Why? 

Because when a loss occurs un- 
der any of the coverages provided 
by the 3D policy, it is necessary to 
notify only one agent for quick, 
efficient claim service, and he will 
do the rest. 

Because the assured is relieved 
of the necessity of recording five 
different contracts and drawing 
five different checks to five dif- 
ferent agents in payment of the 





THE MODERN PACKAGE POLICY 


3D POLICY VS. FIVE INDIVIDUAL POLICY CONTRACTS 


| Al- | | Broad Inside | | Securities 


} Inclusive Form | Outside |Mercantile | Insurance 


lc — ‘ Policy 
|| Compre Money | Holdup & |Open Stock Y . | Depositors 
hensive | & Sec. Safe Burg. x ee Forgery 
}3D Policy Policy Policies | Poli oe honk Bond | 
| (Money (Money| (Money (Mdse. 7 en Te Pee 
& Sec.) |} & Sec.) | & Sec.) ee 
ahy 


Typical Losses 


) 
Dishonest or fraudulent 
acts committed by em-] | 
ployees or officers ! re J No 





Burglary of safe for- j 
cible entry. ! o | ve = Onlv 


Entry into safe no 
forcible entry; also fail- 
ure to lock safe or to 
notify company upon} 
purchase of addl. safe. 


Holdup Inside prem- 


ses. 


Outside Messenger | 
Holdup 


Home of Messenger 
Theft; Burglary. 


Sneak Theft; Larceny; 
Other mysterious dis- 
ippearance, whether 
caused by workmen ot 
not 


Disappearance from 
cash register or drawer. |} 


Damage or destruction 
of money and _ securi- 
ties, including fire, riot, | 
explosion, flood. 


Loss of securities from 
safe deposit box. 


Checks issued —in- 
sured’s signature forged 
on checks and drafts, 
either as payee, maker 
or endorser; also raised 
checks Yes | No 











Merchandise. Yes * Ves Ves 


* Safe Burglary and Inside and Outside Holdup Only 
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policy premium. 

Because the agent or broker re- 
ceiving the order can deal with one 
company instead of several com- 
panies and can transact his busi- 
ness with one underwriter instead 
of several. ‘ 

Because in the event of loss the 
agent or broker need only report 
such loss to one company, and it 
in turn will delegate one adjustor 
to deal with the assured. ‘This in- 
variably proves to be a distinct 
advantage. 

Because most companies supply 
their agents or brokers with a 3D 
survey form which may be used 
to assemble all exposure informa- 
tion for the purpose of determining 
the amount and kind of cover they 
should be carrying in keeping 
with the exposures to loss. 

Because when individual policy 
contracts are carried with different 


companies and a variety of agents 
and brokers, in the event of loss 
the assured is invariably placed at 
a disadvantage, particularly if 
there is a question as to whether 


the loss occurred through dis- 


honesty of the assured’s employees, 


through mysterious disappearance 
or through theft by outsiders. Why 
should an assured be subjected to 
such treatment unnecessarily? 
Place at the disposal of every 
commercial account now insured 
through you the unusual facilities 
afforded under this contract. 
Otherwise your business will al- 
ways be open to competition and 
your assured will be placed at a 
distinct disadvantage, because this 
modern package contract is easily 
available at no increase in cost. 
In fact, many times after the ac- 
count is properly analyzed, a sub- 
stantial saving in premium results. 





Usable Ideas for Today 


ETERNAL VIGILANCE 


The honeymoon of insurance selling 
is over, because we no longer have 
the easy money of a year or two back. 
Insurance buyers are becoming more 
conscious of cost, and they are de- 
manding a more thorough explana- 
tion of the new coverages now available. 

There is no better way to sell 
insurance than through the medium 
of the survey. 

There are four types of surveys 

Home 

Susiness 

Combined Home and Business 
Industrial 


Of these, the home survey is the 
most important. We are all interested 
first in protecting our home and our 
family. 

We believe that a great 
agents have made the 
making wholesale surveys without 
first analyzing the prospect to de- 
termine whether or not he is finan- 
cially able to purchase insurance; 


many 


mistake of 


to determine whether his standing in 
the community will allow him to buy 
the many types of coverage which 
we might want to recommend. How- 
ever, once we are convinced that he is 


the type who needs a survey, our first 


contact with him is most important 

We must impress him with the fact 
that it will be necessary for us to 
spend a considerable amount of time 
and give a great deal of effort in the 
preparation of such a survey, and 
that we will need his cooperation in 
obtaining information so that it may 
be done thoroughly. 

Of course we should be prepared 
in our first interview with the prospect 
to show a sample survey of property 
similar to that which we may make 
for him. We should have with us, 
also, a check list for running down 
the coverages about which we need to 
ask questions concerning his present 
and future requirements. 
are sure he is desirous of 
having us make the survey of his 
insurance, we are ready to proceed 


If we 
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immediately. This should not be 
delayed, for the longer we take, the 
less interested the prospect becomes. 

Then it should be set up so he can 
understand it easily. We should avoid 
the use of technical language, and 
whenever possible we recommend the 
use of charts and other devices, pos- 
sibly in color, to bring to the assured 
the various features of certain contracts. 

After completion comes the im- 
portant step of presenting the survey 
to the prospect. This is the strategic 
moment and if we muff it we have 
probably lost a customer. We try to 
make the prospect give us an appoint- 
ment when we can have his entire, 
undivided attention, at a time when 
we can go over the survey with him 
without interruption. The prospect 
must understand each step of the 
survey, and we must be on hand to 
clarify any points that may not be 
understood. 

Once we have completed the sale 


of our survey it then becomes our 
duty to keep that survey up to date. 


The assured may purchase cther 
properties or assume other interests 
which require additional coverages. 
New pages should be inserted and at 
frequent intervals we should go over 
the changes with the assured. 

Here, as in every other phase of 
insurance, eternal vigilance is the 
price we must pay for success. 

— The Insur-Agent 
y 7 7 


Ten Tips FoR Top AGENTS 

Ten practical suggestions for success 
in the insurance business were out- 
lined at a recent banquet for graduates 
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of a casualty and surety sales course 
as follows: 

1. Widen your circle of acquaint- 
ances through memberships in such 
organizations as churches, civic groups, 
clubs and the like. But, remember 
that it is better to know a great many 
people in a few organizations than 
a few people in a large number of 
organizations, so do not join so many 
organizations that you cannot give 
sufficient time to each. 

2. Pick one particular line as your 
“lead” line in approaching prospects 
and have a secondary line in reserve 
in case the prospect is not interested 
in the first. Good “lead” 
personal business are comprehensive 
personal liability and personal acci- 
dent insurance; while for commercial 
the following 
excellent: liability (comprehensive, 
sidetrack, products, owner’s protective 
and contractual), money and securi- 
ties, position bonds, miscellaneous 
burglary and the Three-D policy. 

3. Know the general scope of each 
policy and know the exclusions very 
well so that you can tell your prospect 
exactly the protection he will get. 

4. Use all the company services 
can. Take full advantage of 
the services of your field represent- 
ative, and the various advertising 
and agency building aids which are 
available. 

5. Always recommend the 
modern and the latest-type policies 
to your prospect. 

6. Recommend the protection you 
know your prospect needs, even 
though you may have to do a “‘sales 
job” to convince him that he should 


lines for 


prospects, lines are 


you 


most 





iggd 


spend that much money. Nothing 


can be worse than to have a client 
have an uninsured, or partially in- 
sured, loss. 

Be ready at all times to act as 


an insurance adviser for your clients 
and prospects and to give them pro- 
fessional counsel. 

8. Use the customer analysis plan 
so that you spend a major part of your 
time and 


energy in developing the 


clients on your books who are most 
likely to be 
coverages 

9. Pay Help 


vour clients to report them promptly 


prospects for additional 


attention to claims 


and check to see that they are satisfied 
Whenever 


possible, make it a practice to deliver 


with the claim settlement 


claim checks yourself 

10. Remember, until you are paid, 
vou have not earned your commission 
At the completion of each sale, make 
arrangements for payment ol the 


If the 
made in the future, be there to collect 


premium. payment is to be 


your money. If an account is delin- 


quent, be diplomatic in your follow- 
up. 
Eastern Underwriter 


POPULAR FALLACIES DEBUNKED 

There are myths and legends about 
beliefs that are proved fal- 
long 


letters 


lacious by scientific tests and 
experience. Here are a few of the most 
letter 


costing users money or robbing them 


important myths which are 
of results: 
That a well designed letterhead 


and attractive paper are important 
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to eflectiveness (cheap and 


often 


paper 


homely designs outpull the 


fancy job). 

Chat first class postage is more 
resultful than third class (it sometimes 
gets poorer returns, and hardly ever 
gets enough more to pay the ad- 
ditional cost). 

[hat people won’t read a long 
letter (make it as short as you can, but 
write about the reader and he'll read it 
to any length). 

Phat 500 or 1,000 letters make a 
valid test (for an inquiry mailing that 
you need at least 


gets ten percent 


500) 

That grammar should be correct 
even if awkward (the thing that rings 
the bell is folk language and a homely, 
picturesque style) 

[hat the individually typewrit- 
ten name and address improves recep- 
tion (them days is gone forever) 

Vhat 


addresses are 


letters mailed to home 


more effective (tests 


don’t confirm it). 

Phat 
is likely to beat a laboriously con- 
structed one (result getters are almost 


an easily tossed off letter 


always the ones over which you’ve 
labored sweat and torn 
hair, and then written over again). 


and your 


Ihat the reader is interested in 


your ideas, your company, your plans 
(his mind is fixed on himself forever, 


amen). 

That people accept what you 
tell them or believe what they see 
in print (prove it, or bring in the word 
of a third party) 

S. Review 
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DELINQUENT ACCOUNTS 

Fortunate are you if most of your 
business is with persons who pay for 
their insurance when the policy is 
delivered or shortly thereafter. 

It is less fortunate and more work 
for you if your customers are only 
reasonably prompt and pay only after 
a little coaxing and urging from you. 

But it is well-nigh distressing if 
you happen to have on your books 
persons who just don’t seem to know 
the meaning of their money insofar as 
the bills they owe you are concerned. 

Of course, the aim of any well 
managed agency is to keep those 
accounts receivable down and to have 
as few as possible of the last type of 
client. The more accounts receivable 
you have, the more risk you are taking 
that you may not get all of what is 
due you and your insurance company. 

When you first put a man on your 
books and you do not get cash for the 
policy you deliver, admittedly you 
are taking a chance. But his reputa- 
tion, character, credit standing, etc., 
give you a fair indication of what to 
expect. Sometimes, though, you can 
pick someone whose reputation “‘glit- 
ters,’ but is not “gold.” One year 
of insurance servicing and careful 
watching of your accounts receivable 
and you should know to which class of 
client he belongs. 

When renewal-time comes around, 
the question confronting you is, ““To 
renew or not to renew?” Of course, 
the temptation is strong to renew 
anything a client wants renewed. 

But wait a minute. If a man hasn’t 
been as good as he might have been 


about paying up the premiums, should 


you renew? Should you take the 
chance of losing money for the time 
you’ve spent on him? Should you take 
the risk of impairing your own finan- 
cial standing? 

Before renewing any policy, isn’t it 
wiser to review the past paying ex- 
perience of the client? How many 
times did you have to coax him before 
he finally came across with payment? 
What was his attitude when he did 
pay up? Did he have good reason to 
delay his payments? Exactly what 
were those reasons? Is he still a good 
bet for another year of insurance 
service? These are some of the ques- 
tions might before 
renewing the policy. 

If the customer has paid promptly 
before, the renewal policy may be 
delivered without special question or 
attention to credit terms. 

But let’s say he has been delinquent 
previously. What then? Best of all, 
insist upon cash with delivery of the 
policy. A second-best arrangement, 
which is probably what you’ll settle 
on, is to reach an agreement with 
the client as to payment on a specified 
date. It is not unreasonable for you 
to ask for a reasonable proportion 
such as 40 percent of the premium 
at delivery date, with the balance due 
in 60 days, payable in one or two 
installments. Then make sure he 
abides by the agreement. 

In the matter of renewals, if you are 
in doubt or dissatisfied with the way a 
client pays his bills feel it is 
useless to try to educate him to a more 
business-like plan of paying up, the 
best advice is: don’t renew. 

— Employer s Pioneer 


you mull over 


and 
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Liability of Private Hospital 
man, after a hernia operation in a 
private hospital, was apparently on 
the road to recovery. However on the 
eighth day after the operation he be- 


A young 


to show alarming symptoms, 
progressively worse 


gan 
which became 
for three days thereafter before the 
resident physician was called. He 
diagnosed the case as possible tetanus 
and ordered that the attending physi- 
cian be called. Almost 12 hours later 
the patient was removed to the county 
hospital for antitetanus treatments, 
where he died a day later. His father 
brought suit to recover for his death 
against the operators of the hospital. 
rhe jury returned a $10,000 verdict 
in the plaintiffs favor but the trial 
court set this aside and entered judg- 
ment for the hospital. On appeal, the 
verdict was restored and judgment 
rendered against the hospital. (Valen- 
tin v. La Societé Frangaise De Bien- 
faisance Mutuelle De Los Angeles 
(California 1946) 172 P. 2d 
ry 7 A 
Liability to’ Store 
store proprietor engaged an electri- 
cian, as an independent contractor, to 
repair a fluorescent lighting fixture in 
the store. A young woman entered 
the store while the repairs were being 
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made and was being waited on when 
a section of glass fell from the fixture 
and hit her on the head, inflicting 
serious injuries, including a skull frac- 
ture. No warning had been given her 
as to the danger of standing under 
the fixture. The injured girl was not 
thereafter able to resume her employ- 
ment as elevator operator and medica! 
experts were of the opinion that the 
brain injury was of a permanent 
nature. She sued both the store owner 
and the independent contractor and 
was awarded a $15,000 judgment 
against both. This was affirmed on 
appeal. (Frost v. Andes Candies, Inc. 
(Illinois 1946) 69 N.E. 2d 732) 


Liability of Roller Skating Rink A 
man was skating in a roller skating 
rink when his right skate was “ticked” 
by another skater and, as a result, his 
skates became locked with his right 
foot and skate behind his left skate. 
While attempting to save himself from 
falling, his left skate struck a ridge or 
inequality in the floor of the rink, and 
he fell, sustaining serious injuries. He 
sued the rink operator and recovered 


judgment, which was affirmed on ap- 


peal. (Brackins v. Olympia, Inc. 
(Michigan 1946) 25 N.W. 2d 197). 
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Six Years -Ago 
oO 

Chere is hardly anything that plays so important a part in the life of the nation 
that is so little understood by the public as insurance. The insurance agent 
who knows his business, knows the coverages that he has to offer and knows 
how to fit them to the needs of his clients, will be making the most of his privi- 
lege and opportunity of serving the nation and incidentally of serving himself 

Salesmen who sell honestly have built and are building a democratic 
civilization with fully as much effect as the great statesmen and scientists who 
play their more easily understood roles. —- Gordon Packard, ‘‘Salesmanship 
in a Democracy.” 

Four Years -Ago 

Collections, like the poor, are always with us. There is no royal road to good 
collections. It takes hard, persistent effort to hold the unpaid accounts down 
to reasonable limits. Every agency should have a definite collection policy 
and put teeth in it; if a premium is promised for a certain day, see that it is paid 
on that day. . . . Worthwhile business is seldom lost through insistence on 
proper payment. Remember that a cancellation for non-payment is not so 
much a loss of business as it is a guarantee against loss of profit. Oscar Beling, 
“Blueprint for Profit.” 


Two Years cAgo 


[here is nothing mysterious about selling personal accident insurance. 


Men who are selling accident insurance today were not born with a full know!- 
edge of the line, but acquired it through study and selling. Why is it not possi- 
ble for you to sell a policy that will pay all your clients’ doctor and hospital 
bills incurred in the treatment of an accidental injury, or bills incurred in the 
treatment of an injury to his wife and children, or pay him a certain benefit 
if he is injured and unable to work, just as easily as you sell other forms of in- 
surance? There is a big demand for such insurance. — J. H. Casenave, “Personal 
Accident Business Sticks.” 
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* The daily life of every person 
in the United States has been 
touched by the research and 
safety engineering work done 
by fire insurance companies 
as a public service 


Insurance Does It for Free 


HE WOMAN had been widowed 
by the ‘Texas City explosion. 

‘I have only a car, and it was 
badly damaged. in the blast. There 
was no insurance on it — and I 
suppose you think it’s funny that I 
should come here, to an insurance 
office, for help.”’ 

The adjuster raised an eyebrow, 
but only momentarily. 

**No, we have a lot of unusual 
problems here,” he said. 

“T thought perhaps you knew 
where I could sell it for junk,” the 
woman said. “‘I was offered $25 
for it, but it surely must be worth 
more. I need the money so badly.” 

In spite of the fact that the car 
was uninsured, the adjuster went 
out to see the car and sought bids 
from several dealers who 
buying damaged cars for salvage 
after the Texas City explosion. 
The highest bid was accepted, and 
the woman was sent a check for 
the full amount, several times what 
she had been offered. 


were 
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That incident, in the National 
Board of Fire Underwriters super- 
visory office in Texas City, may 
have seemed unusual, but actually 
it was not. The fire insurance busi- 
ness long has been accustomed to 
performing public service in in- 
stances where no insurance is in- 
volved, or no immediate gain in 
sight. Take another instance. 

Fire broke out a few days before 
Christmas in a small dry goods 
store in an eastern city. A Christ- 
mas tree caught fire from a short 
circuit, and in seconds a pillar of 
flame roared to the ceiling. Fortu- 
nately, there was a sprinkler sys- 
tem, and two heads let go, extin- 
guishing the blaze quickly. But 
the water came tumbling down for 
several minutes before firemen 
could turn it off. As the proprietor 
inches of water on the 
hands and 


saw the 


floor, he wrung his 
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thought of large stocks of mer- 
chandise he had in his basement, 
stocks he had not insured. But his 
worries were soon over. The fire- 
men arrived, quickly surveyed the 
situation and got busy with salvage 
operations. Out on the floor went 
»ags of sawdust and woodchips, 
soaking up the water. Not a drop 
leaked through to the basement. 
Not a carton of merchandise was 
jamaged. Any questions about 
insurance? Not at all. The dry 
goods store owner was saved from 
probable bankruptcy by a public 
service that was an outgrowth of 
the salvage work originally pio- 
the fire 


neered by insurance 


yusiness. 


Over 80 YEARS’ SERVICE 


Probably no other business con- 
tributes more free public service 
that benefits the companies and 
the general public alike as the na- 
tion’s capital stock fire insurance 
companies. Nor for a longer time. 


Since 1866, when the National 
Board of Fire Underwriters was 
founded, partly to combat the 
wave of arson that swept the na- 
tion after the Civil War, the great 
organization has been a leader 
among trade associations in serv- 
ing the public. 

Agents and brokers sell 
capital stock insurance need to 
know more about these services, 
and to talk more about them in 


who 


February 


their business. They should know 
what a tiny portion of the pre- 
mium dollar is used to support 
these public services, and what a 
tremendous return is given. The 
fraction of one percent used for 
public service by the fire insurance 
business has prevented millions of 
dollars worth of fire losses and un- 
doubtedly saved hundreds, prob- 
ably thousands, of human lives. 

In just the prevention of arson 
and discouragement of incendia- 
rism alone, the achievement has 
been astounding. In 1866, more 
than 75 percent of the nation’s fire 
loss was due to arson. Today, the 
figure is under two percent. Yet 
arson is the most difficult of all 
crimes to detect and prove. 

INVESTIGATORS’ WorK 

All the cities, villages and town- 
ships of the nation are the “‘beat”’ 
of the National Board’s arson in- 
vestigators, who study thousands 
of fires of unknown, suspicious 
and incendiary origin, track down 
arsonists and pyromaniacs, help 
law officers prepare criminal cases 
and testify in court. Whether the 
burned property is insured or not 
makes no difference. The services 
of these trained, skilled men, who 
had a record of 300 convictions to 
30 acquittals last year, is pro- 
vided gratis to the communities 
and property owners who benefit. 

There is not a living person in 
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the United States who does not 
lead a happier, safer life, free from 
the threat of devastating fire, be- 
cause of the public services ren- 
dered by the capital stock fire in- 
surance companies. 

Your own family’s life will illus- 
trate the point. If you live in a 
city, you are 
protected by a 
fire department 
at all times. 

Every few years, 
engineers of 
the National 
Board of Fire 
Underwriters 
inspect that 


fire department 
to make sure 
it maintains 
proper effi- 


ciency. The 
pressure in the 
hydrant 
near your house 
is tested period- 
ically by insur- 
ance engineers. 

When your wife cooks breakfast 
in the morning, she can toast 
bread safely without danger that 
the electric toaster will electrocute 
her or set the house on fire; it’s 
been tested by Underwriters’ Lab- 
oratories. In fact, the standards 
set up by the Laboratories will be 
dominant factors in making all the 
wiring and electric appliances in 


water 


WALTER F. BEYER 
. . happier, safer lives for all 


INSURANCE DOES IT FOR FREE 


your home as safe in their manu- 
facture as they can be practically 
made. 

In the evening you may want 
to build a fire in your fireplace 
One reason why the heat doesn’: 
leak out of your chimney and burn 
down your home is because that 
chimney was 
built along prin- 
ciples laid dow: 
in the Nationa! 
Board of 
Underwriters 
building code. 
To this code, 
and the research 
that went 
it, must also gc 
a great deal of 
the credit for 
making the sky- 
scraper a prac- 
tical structure 
Without the en- 
closed stairwavs 
and elevator: 
shafts, fire doors 
and fire 
recommended by the code, every 
skyscraper would be a death trap 
in the event of even a small fire. 

But let’s get back to the widow 
in Texas City. The fact that there 
was a National Board of Fire 
Underwriters office there to which 
she could take her troubles was in 
itself another achievement in pub- 
When news of the 


Fire 


int¢ 


walls 


lic service. 
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Grand Camp explosion flashed 
over the wires to New York and 
the extent of the catastrophe was 
known, the National Board’s *‘ca- 
tastrophe plan’? was put into op- 
eration. The Board’s general ad- 
juster, Donald Sherwood, hopped 
a plane for Texas. Long distance 
calls went out all over the nation 
to summon adjusters to ‘Texas 
City. The insurance business knows 
that when disaster strikes a com- 
munity, the citizens need money 
and need it fast. Vast numbers of 
local adjusting 
quick 


claims swamp 


facilities, and action is 


imperative. 
SPEEDY SETTLEMEN'I Ss 


Within two days after the first 
blast, a National Board supervi- 


sory office was set up at Texas 
City. Office equipment and cleri- 
cal personnel were rounded up. 
Dazed property owners of Texas 
City, poking through the ruins of 
their homes and stores, were noti- 


fied by radio, newspaper and 
handbills that the insurance com- 
panies of the nation recognized 
their obligations and had repre- 
sentatives on the spot to speed 
settlement of claims. 

Within six weeks, 
percent of the claims had been 
cleared by the supervisory office 
and sent to the companies for pay- 
ment. This 90 percent represented 
practically all the small claims, 


nearly 90 


February 


leaving about 400 additional 
claims on industrial property to 
be adjusted. Thus the small prop- 
erty owner and small business- 
man, whose resources and ability 
to survive such an economic dis- 
aster were the least, got the benefit 
of insurance aid first. 
Since Texas City, the 
has been activated 


catas- 
trophe plan” 
for the relief of policyholders after 
the hurricanes that swept Florida, 
Mississippi, Louisiana and Geor- 
gia last September. Similar ar- 
rangements were used by the Gen- 
eral Adjustment Bureau to ex- 
pedite settlement of claims in 
Bar Harbor, Kennebunkport and 
other cities after the devastating 
forest fires in Maine and New 
Hampshire last October. 
WARTIME SERVICES 

These emergency services, pro- 
vided quickly and without ques- 
tion in peacetime disasters, are 
just an extension of the record 
rolled up during the war. For in 
wartime, fire insurance had to 
provide greater service than ever 
before. 

For instance, along the Alaska 
highway, fire, not the enemy, was 
the grave danger to the construc- 
tion camps and army barracks. 
The buildings were of wood, and 
water pressures for fire fighting 
were nonexistent. Little wonder, 
then, that the Alcan highway soon 
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Millions of dollars worth of fire losses are prevented 


became a beaten path for the fire 
protection engineers furnished to 
the armed forces by the fire in- 
surance industry. One of these 
engineers, Clarence Goldsmith, 


travelled 110,000 miles; 15,575 of 


them in a jeep. They traveled to 
every base, every barracks, mak- 
ing inspections and recommenda- 


tions that prevented millions of 


dollars worth of destruction bys 
fires. 

All through the war 
from the month that Hitler in- 
vaded Poland —the fire insur- 
ance business provided technical 
experience, information and man- 
power to the United States armed 
forces and war industry to protect 
and conserve men and munitions 


in fact, 
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from fire. Thousands of engineers 
were thus taken from their peace- 
time jobs and sent to all the far- 
flung factories, training grounds 
and bases where Uncle Sam was 
assembling his vast military ma- 
chine. Without their skill, millions 
of pounds of munitions would 


have burned at home, instead of 


in German and Japanese war 
plants as was intended. Yet the 
services of these thousands of en- 
gineers were furnished to the gov- 
ernment at a nominal cost of $1 
per year per man. 

\ better record of public service 
is hard to find. 


CURRENT DEVELOPMENTS 


But it is a record that continues 
Out in Chicago, scientists care- 
fully pack ammonium nitrate into 
cylinders and fire bullets into it, 
they heat it in test tubes, squeeze 
it under pressure in retorts, trying 
to determine the exact conditions 
that will make it explode. This is 
part of the research carried on by 


Underwriters’ Laboratories, re- 


ducing the enormous fire hazard 
in American industry. 

One day in October, 1944, on 
the outskirts of Cleveland, Ohio, a 


huge double-walled steel tank 
holding liquefied petroleum gas 


sprang a leak. The gas flowed like 


water, but invisibly, to a source of 


ignition. The explosion wiped out 


most of the gas plant and several 
city blocks, taking 130 lives. The 
young scientist who investigated 
this disaster was Dr. Mathew 
Braidech, head of the chemistry 
department at the Case School of 
\pplied Science. His work in this 
investigation attracted the atten- 
tion of insurance men, and the 
next year he came to the National 
Board of Fire Underwriters to 
head its new division of research 
in the engineering department 
[his division has studied the 
fire and explosion hazards in more 
than a score of industries, and as- 
sembled knowledge that will make 
new and hazardous processes safer. 
[he plastics industry, the 
thetic rubber industry, the metal- 
lurgical plants and the distilling 
industry are just a few which are 


svn- 


benefiting by research and dis- 
of scientific 


hazardous processes and materials. 


semination data on 
Che direct benefits, of course, are 
the lives saved by fire prevention 
and the loss of jobs and produc- 
tion that are averted. Ultimately, 
these benefits are passed on to the 
public in the form of better prod- 
ucts at less cost. 

We all can take pride in capital 
stock insurance’s outstanding rec- 
ord of public service. It is the best 
possible answer to those who would 
challenge our methods of doing 
business and serving the people. 





* The Association's fidelity and 
surety department, which 
may review as many as 
3,800 bills and laws in a 
year, performs a valuable 
public relations service to 
legislators, companies and 
producers 


Our Bonding Service 


HE FIDELITY and surety de- 
| partment of the Association of 
Casualty and Surety Companies 
is one of the functional divisions 
of that Association. Broadly speak- 
ing, it interests itself in all matters, 
legislative or otherwise, which af- 
fect or concern the interests of 
member companies engaged in 
the writing of fidelity and surety 
lines. 

The Association is not a rating 
organization and the department, 
therefore, does not engage in rate 
making. Of the 69 capital stock 
company members, 58 write fidel- 
ity and surety lines. Because the 
Association membership is com- 
posed of conference and non- 
conference companies, a very 
substantial part of the annual 
fidelity and surety premium vol- 
ume, nationwide, is written by 
member companies. This is an 
important fact to remember, as it 
affords the underlying explana- 
tion for many of the activities of 
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the fidelity and surety department. 

The department operates under 
the direction of a manager, who is 
guided, counselled and advised by 
the surety law committee and the 
surety advisory committee, each 
appointed from the company 
membership and representative 
not only of the viewpoints of com- 
panies with large and small 
amounts of fidelity and surety 
writings, but also of conference 
and non-conference companies. A 
large measure of the success of 
the department in the handling 
of the manifold problems falling 
within its orbit has been due to 
the constant and unfailing guid- 
ance of the committees mentioned. 

One of the basic duties of the 
department is to examine and 
analyze all legislation, state or 
Federal, affecting fidelity and 
surety lines. A corporate surety 





5 
bond is well recognized and highly 
regarded by prudent businessmen, 
lawyers, public officials and legis- 


lators, as an efficient method of 


obtaining security for various 


obligations. Therefore, because of 


the widespread use of such bonds 


in private business affairs, in pub- 


lic activities of the Federal govern- 
ment, the states and their political 
subdivisions and in our courts, it is 
not startling to find that vear in 
and year out about 50 percent to 
60 percent of all legislation fol- 
lowed by the Association has an 
impact on the bonding business in 


one way or another. Some idea of 


the volume of such legislation can 
be gleaned from the fact that in 
odd-numbered years when about 
45 legislatures are in session, the 
average number of bills and laws 
reviewed by the department is 
about 3,800. 


REASON FOR EXAMINATION 


Why do we examine legislation? 
Because a great many of the fidel- 
ity and surety bonds written by 
our companies are required by 
statute and must meet statutory 
tests of coverage. Obviously, legis- 
lators, elected as they are from 
many walks of life, do not have 
expert knowledge of the details 
of the bonding business. Often the 
bills they introduce provide for 
bonds which are so difficult or 
hazardous to underwrite that they 
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cannot in the exercise of fair and 
good business judgment be written 
by the vast majority of corporate 
sureties. If such a bond require- 
ment is enacted, an impasse is 
created between the intent of the 
legislature and the usual and cus- 
tomary practices of the fidelity 
and surety business, which are 
based on long experience. 

Such an impasse inevitably 
tends to create ill feeling and even 
anger in the person required to 
give bond — ill feeling not only 
against the legislature which 
enacted an unworkable require- 
ment, but also against the agent 
or broker who cannot obtain the 
necessary bond for his client. Ob- 
viously, the client’s annoyance 
carries over against the bonding 
business, although its only “‘fault”’ 
has been to reject an imprudent 
risk. Certainly no legislator or 
legislature intends such a result. 
In striving to avoid the creation 
of such bad public relation situa- 
tions, the fidelity and surety de- 
partment beneficially 
membership, the producers and 
the interests of the public. By di- 
recting the attention of the sponsor 
of the legislation to the uninten- 
tional defect in his bill, and by 
suggesting a satisfactory way in 
which the desired objective may 
be attained, the Association has 
gained the respect and thanks of 
countless legislators and has been 


serves its 
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instrumental in obviating many 
embarrassing situations for them, 
for bond producers and for com- 
panies generally. 

While much of the department 
activity regarding legislation is 
concerned with disturbing situa- 
tions which may be created unin- 
tentionally, 
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political football of the bonding 


business. 

The fidelity and surety depart- 
ment is also helpful in the sponsor- 
ship of legislation which, while of 
undoubted benefit to our mem- 
bership, is also of undoubted 
benefit to the public. Thus, the 

department an- 





there are from 
time to time, 
unfortunately, 
instances where 
the fidelity and 
surety business 
is attacked spe- 
cifically, with 
pur- 
pose of driving 
it out of busi- 


the sole 


ness and of sub- 
stituting there- 
lor a 
ment-operated 
bonding fund. 
Believing as we 
do that the in- 
of the 
people of this 
country are best 
preservation of private enterprise, 


govern- 


terests 


served by the 


we unalterably oppose, as is our 


privilege in a democracy, any such 
legislation which unjustifiably 
seeks to substitute governmental 
enterprise for private enterprise. 
We have also had occasion in the 
past to oppose legislation which, 
sad to relate, would have made a 
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. far-flung activities 


nually suggests, 
in those states 
which do not 
already have 
it, legislation 
authorizing 
sureties to ex- 
ercise control 
of estate assets 
jointly with the 
fiduciary 
trusted 


en- 
with 
their care. Such 
legislation fa- 
cilitates the un- 
derwriting of 
fiduciary bonds, 
many of which 
would other- 
wise be unwrit- 
Such 


legislation is also of obvious as- 


able as substandard risks. 
sistance in protecting beneficiaries 
of estates against losses which may 
be caused not only by willful mis- 
conduct of the fiduciary, but very 
often merely by his wrongful acts 
which are neither intentional nor 
dishonest. 

A very recent example of worth- 
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while legislation, drafted and spon- 
sored by the department, which 
was enacted last year in Indiana, 
mandates the court to specifically 
fix the penalties of bonds required 
in civil actions. For many years 
the Indiana statutes required such 
bonds to be written in open pen- 
alty, thereby creating difficulty in 
determining the ultimate risk of 
the surety and a consequent prob- 
lem in the rating of such risk. The 
consequence of these difficulties 
was such that litigants in Indiana 
very often had to pay a premium 
for certain types of bonds, which 
was considerably in excess of that 
payable for similar types in other 
states where the bond penalty was 
required to be definitely stated. 
By correcting the statutes so as to 
make the risk ascertainable, liti- 
gants in Indiana now enjoy the 
same rates for their court bonds as 
do litigants in the courts of other 
states. 


FURTHER ILLUSTRATION 


Another example of construc- 
tive legislation, sponsored by the 
department, relates to the state of 
New York. For some time past we 
have attempted to remedy by leg- 
islation the archaic procedure 
for enforcing labor and material 
bonds required on public works 
projects. The legislation we advo- 
cate is derived in essence from the 
Miller Act, which is the general 
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statute governing the bonding ot 
public works contracts let by the 
United States government. Our 
bill would provide broader cover- 
age for labor and material sup- 
pliers and would substantially ex- 
pedite the prosecution of their 
claims against the bond in the 
event of non-payment by the con- 
tractor. Although the bill passed 
both Houses of the New York 
legislature in 1946, it unfortu- 
nately did not obtain executive 
approval, notwithstanding the fact 
that it had received the unquali- 
fied support of the New York 
Credit Men’s Association and con- 
tractor organizations. Although 


our efforts have thus far been un- 
successful, we record the foregoing 
merely as an additional illustra- 
tion of the fidelity and surety de- 


partment’s interest in encouraging 
uniformity in the laws of the sev- 
eral states, insofar as they affect 
bonding requirements and prac- 
tices 


LIAISON FUNCTIONS 
Stull another very important 
function of the fidelity and surety 
department is to act as a point of 
contact or liaison between Associa- 
tion companies and public officials 
and private business groups for the 
convenient handling of common 
problems pertaining to fidelity and 
surety bonding. In this connection 
it is well to bear in mind that As- 
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New bond forms for private 


sociation Companies write a very 
high proportion of the total annual 
of fidelity and surety 
bonds. Cognizant of this fact, and 
that through the Association most 
corporate sureties can be reached, 
government officials and private 
business groups very often call 
upon the fidelity and surety de- 
partment for assistance in the dis- 


volume 


construction have been prepared 


cussion and solution of intriguing 
problems arising from their bond- 
ing requirements. 

The convenience to government 
officials and private business gen- 
erally in having such a forum 
available is incalculable, in that 
at fairly short notice the proper 
and representative persons on both 
sides of the problem can get to- 
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gether, talk the matter over, ex- 
change views, compose differences 
and amicably arrive at mutually 
satisfactory results. And even in 
those instances when such difficul- 
ties cannot be composed, there is 
benefit nevertheless in each side 
knowing exactly why that is so. 
Under this head of the depart- 
handled 
with the 
Federal 


ment’s work were such 
conferences 
staff of the 


Administration 


matters as 
executive 
Housing regard- 
ing the bonding of rental housing 
contractors, conferences with the 
New York Insurance Department 
relative to the bonding of public 


employees, conferences with repre- 


sentatives of the New York City 
Housing Authority with reference 
to the bonding of its construction 
projects and conferences with 
Stock 


pertaining to securities “looted” 


Exchange representatives 
by enemy nations when they in- 
vaded some of the countries allied 
with us in World War II. 

[he mention of the recent war 
also brings to the fore innumer- 
activities and 
which undertaken at 
suggestion with the War, Navy 
and other departments of our 
government. Under the auspices 
of the fidelity and surety depart- 
ment, the Coordinator Plan was 
adopted at the request of the War 
and Navy Departments to assist 
them in their bonding activities by 


conferences 
their 


able 
were 
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facilitating the execution of con- 
sents of surety to supplemental 
agreements and other changes in 
contract terms, and corrections of 
errors in bonds, etc. As a matter of 
fact, the plan operated (and is still 
operating) so successfully that at 
the request of other Federal de- 
partments the plan was subse- 
quently extended to include bonds 
of all types running to the Federal 


government as obligee. 


INFORMATIONAL SERVICI 
Yet 


fidelity and surety department is 


another function of the 


the rendition of informational 
service to member companies. The 
department is continually for- 
warding to such companies, in ad- 
dition to the texts of laws newly 
enacted, all kinds of state and Fed- 
eral departmental rulings and reg- 
ulations, and miscellaneous legal 
and educational material deemed 
by the manager of the department 
to be of value to sureties in the 
expeditious handling of their 
business. Recently, in cooperation 
with the New York Claim Men’s 
Forum, the department has estab- 
lished a Surety Law Reporting 
Service, whereby company law- 
yers and claim men are kept in- 
formed of court decisions of gen- 
eral interest to them affecting 
fidelity and surety lines. 

The fidelity and surety depart- 
ment, on a number of occasions, 
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has also had to interest itself as 
‘‘friend of the court”’ or 
company or other counsel in test 
litigations of broad significance to 


to assist 


the surety business. Thus, the de- 
partment participated in litigation 
relative 
sureties and lending institutions in 
contract balances under the Fed- 


involving the rights of 


eral Assignment of Claims Act of 


1940, in litigation testing the right 
of the United States government 
to make offsets against contract 
balances for independent claims 
held by the government against 
the contractor principal, but fo: 
which claims the surety was in no 
way liable. In another test case, 
the department assisted the New 
York Credit Men’s Association in 
obtaining a reversal in the New 
York Court of Appeals of a deci- 
sion which credit men and the 
sureties both agreed was an unduly 
restrictive interpretation of the 
rights of labor and material men 
to recover under payment bonds 
required in connection with public 
works contracts. 

Another outstanding activity of 
the fidelity and surety department 
which bears mention was the as- 
sistance it gave in the preparation 
and sponsorship of the new forms 
of performance and labor and 
material payment bonds for use on 
private, as distinguished from pub- 
lic, construction projects. These 
bond forms were promulgated in 
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an effort to cultivate a hitherto 
relatively untouched field for 
surety bond protection. It is be- 
lieved that when the currently 
construction situation 


such 


disturbed 


becomes stabilized, bonds 
will go a long way in protecting 
prudent owners who require such 
bonds against losses occasioned by 
their contractors. A 
promotional pamphlet, 
‘So You’re Going to Build,’ was 
prepared under the supervision of 


the department, explaining the 


defaults of 
entitled 


why and wherefore of the new 
bonds. About 175,000 copies of 
this pamphlet have been distrib- 
uted to date by member com- 
panies and the department, and 
very likely additional distributions 
will be made in the future 

From what has been said, the 
reader that the ac- 


tivities of the fidelity and surety 


will gather 


department of the Association of 
Casualty and Surety Companies 


are quite far flung. A more ex- 
haustive and detailed treatment of 
much of the department’s work 
would merely be cumulative and 
would include many things which 
space will not permit of mention. 
One thing should be apparent: the 
fields of fidelity and surety bond- 
ing are wide, all-embracing and 
stimulating. No more interesting 
fields of productive endeavor can 
be recommended to producers who 
like variety in their work. 
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Kinp WorpDs FROM EDUCATORS 


New York, N. Y. 
Dear Editor: 

I came across the very interesting 
article, “It Pays to Advertise,” by 
Stanley F. Withe, in the October, 
1947, issue of THe Casuatty 
SURETY JOURNAL. 

[ would appreciate it a great deal if 


AND 


you could forward to me a copy of this 


ssue. I would like to add this well 


written piece on advertising to my 


naterial on the subject. 


DanieEL Caust, Instructor, Advertising 
Pace Institute 


State College, Pa. 
Dear Editor: 


For several years I have been re- 


ceiving copies of THE JOURNAL. These 
have been very helpful to me, in the 
insurance course I have been teaching. 


[ am writing to tell you of my grati- 
tude to you. I am now retiring from 
college teaching, and shall pursue a 
vurse outside the field of insurance. 
W. E. Burr 
Pennsylvania State College 
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AND FROM A CONTRIBUTOR 


Dallas, Tex 
Dear Editor: 

I thoroughly enjoy your JourNAL 
and have read each issue carefully 
since the beginning. I was personally 
acquainted with the late Ralph Reed 
Wolfe, who spent some time in Dallas. 
[ talked to him about a series of Bible 
sayings, which I hope to later syndi- 
cate but which are now running daily 
on the editorial page of the Dallas 
Times-Herald. 

I am enclosing a tear sheet on one 
release having to do with liability 
insurance and also a page of my bul- 
letin to our members. If any of this 
fits into your needs in any way, please 
feel free to use it as you wish. I am 


also enclosing some reprints of my 


series to give you a general idea of the 
tvpe. 

Best personal wishes and congratu- 
lations on heading such an interesting 
publication. 

ALFONSO JOHNSON, Manager 


Dallas Insurance Agents 
Association, Inc. 





WatTER F. Beyer has been associated 
with the Home Insurance Company 
since 1919 and is now its vice president 
and secretary. He is chairman of the 
public relations committee of the Na- 
tional Board of Fire Underwriters and 
served as chairman of the public rela- 
tions committee of the Eastern Under- 
writers Association during 1947. (Jnsur- 
ance Does It for Free, page 49.) 
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PauL R. BrisLENn is assistant superintend- 
ent of the compensation and liability 


department of the Manufacturers Casu- 
alty Insurance Company. He began his 
insurance career in 1932, in the file de- 
partment of the Continental Casualty 
Company’s home office. He subsequently 
became assistant manager of the com- 
pensation and liability underwriting de- 
partment, then was transferred to the 
company’s Pittsburgh office as superin- 
tendent of the casualty departments. He 
joined the Manufacturers in his present 
capacity in July, 1946. (Sell Miscellaneous 
Liability, page 1.) 
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Tuomas O. Cartison, actuary of the 
National Bureau of Casualty Under- 
writers, entered the actuarial division of 
that organization in 1928, after a brief 
exposure to teaching and claims adjust- 
ment work. He has been continuously 


associated with the Bureau since that 
date, becoming assistant actuary in 
1933, associate actuary in 1944 and 
actuary in 1945. He is a fellow of the 
Casualty Actuarial Society, and for 
many years has been a member of the 
council, serving the Society also as li- 
brarian and as chairman of the educa- 
tional committee. (Principles of Rate- 
making, page 21.) 
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SPONSOR. Published by the Association of 
Casualty and Surety Companies, under the 
direction of its Public Relations Committee, 
for those interested in casualty insurance (liabil- 
ity, automobile, accident, burglary, boiler and 
machinery insurance, etc.) and suretyship (bond 
ing). Ninth year of publication. 


PURPOSE. To promote the sale, and further 
the appreciation, of stock company coverages 
and to publicize the activities of the Associatior 
that are carried on in the interests of the public 
member companies and their representatives 


SUBSCRIPTION. Representatives of member 
companies receive the JourNAL by courtesy of 
one or more of our members, through whose 
cooperation its publication is made possible 
Additional subscriptions for such persons may 
be entered at a cost of $1.00 a year. (Be sure to 
state member company affiliation; see list or 
inside back cover.) To all others interested, 
$1.50. Orders for N.Y.C., add 2% for sales tax 


OPINIONS. Authors have been invited to 
express their own personal opinions which are 
not necessarily always those of the Association 


SCHEDULE. Published monthly throughout 
the year, except for a combined midsummer 
issue. 
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Concord, N. H. (Advertising is not accepted 


CHANGE OF ADDRESS. Six weeks are re 
quired for change of address to take effect 
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Davin Q. CoueEN has been manager of 
the fidelity and surety department of the 
Association of Casualty and Surety Com- 
panies since May, 1947. A graduate of 
the College of the City of New York 
and Columbia University Law School, 
he joined the Association in 1939. He 
became assistant to the manager of his 
department in 1941 and acting manager 
in December, 1946. He is a member 
of the New York State Bar Associa- 
tion, New York County Lawyers Asso- 
ciation, New York Surety Claim Men’s 
Forum, Surety Underwriters Associa- 
tion of the City of New York and the In- 
surance Society of New York. (Ow 
Bonding Service, page 55.) 
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W. J. LEMunyon, manager, survey de- 
partment, the Fidelity and Casualty Co. 
of New York, has been with the company 
for the past 30 years, starting as an assist- 
ant in the plate glass and burglary de- 
partments of their Philadelphia branch 
office. He became manager of these two 
departments and later assistant manager 
of the bonding department. In 1932, he 
was transferred to the home office. An 


article by Mr. LeMunyon, “‘Why Banks 
Should Carry Safe Depository Liability 
Insurance,” appeared in the December, 
1945, JournaL. (The Modern Package 
Policy, page 35.) 
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Haroitp W. McGeEz is a partner with 
Wren & Van Alen, Inc., an insurance 
agency in Los Angeles, California. 
Originally a civil engineer, he served as 
a lieutenant in the Engineers in World 
War I. He subsequently entered the in- 
surance business, and he has been asso- 
ciated with his present firm for 27 years. 
(Be Your Own Counsel, page 11.) 


Credits — Photographs: page 5, J. W. Mc- 
Manigal from Gendreau, N. Y.; pages 15, 
27 and 59, Philip Gendreau, New York; 
page 24, Kaiden-Kazanjian; page 30, 
Associated Press wirephoto; pages 31—34 
and 53, Acme Newspictures, Inc.; page 
51, Brown Brothers, New York; page 57 
Underwood and Underwood. Art Work: 
Jayanee, Tom Henderson, Reamer Kel- 
ler, William Darrow, Jay Kay, Horace 
T. Elmo. Cover Design, M. J. Kopsco. 
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Men Must Say “No” 


Does the constant stream of ‘“‘No’s’”’ 


wear down 


your morale? Do you feel sometimes as if you were 
about to lose faith in your own ability as a sales- 
man? Just remember this: Every businessman must 
say, “No.” How long would a man be able to keep 
out of bankruptcy if he said “‘Yes” to every sales- 
man who came along? Do you say “‘Yes”’ to every 
salesman who greets you? The first “‘No” is an au- 
tomatic, customary ‘“‘No,”’ and should worry the 
salesman no more than the color of the prospect’s 


tie or the cut of his hair. 


The Insurance Salesman 
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Accident & Casualty Insurance Company of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company of New York 
Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 

Century Indemnity Company Columbia:Casualty Company 
Commercial Casualty Insurance Company Connecticut Indemnity Company 
Eagle Indemnity Company Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Ltd. 

Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 

Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corporation, Ltd. 

General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 

Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye Casualty Company 
Home Indemnity Company Home Insurance Company of Hawaii, Ltd. 
Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Ltd. 
Ohio Farmers Indemnity Company 
Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 
Providence Washington Indemnity Company 
Public National Insurance Company 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Standard Accident Insurance Company 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Guarantee Company Western National Indemnity Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 
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RATES MUST REFLECT COSTS 


“It is folly to imagine that somehow the insurance 
business can operate on prewar rates in the midst 
of all too obvious postwar prices for everything 
else. It costs more to eat, more to keep warm and 
more to keep clothed. Labor costs are up, material 
costs are up, and court judgments are up. Even 
government is more expensive. Existing price con- 


ditions must be reflected in our own rate structures. 


If they are not, a restricted insurance market will 


develop, people who need insurance won't get it, 
and some who do might find that there isn’t enough 
money in the till to pay claims.” 


— C. B. MORCOM 
Vice president, Aetna Cas- 
ualty and Surety Company 


From an address before the International Asso- 
ciation of Casualty and Surety Underwriters and 
the National Association of Casualty and Surety 
Agents. Swampscott, Massachusetts, September 
23, 19:47. 











